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SALVAGE  VEHICLE  TITLE  REFORM 


WEDNESDAY,  SEPTEMBER  21,  1994 

House  of  Representatives, 
Committee  on  Energy  and  Commerce, 
Subcommittee  on  Commerce,  Consumer  Protection, 

AND  Competitiveness, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  1:08  p.m.,  in  room 
2322,  Rayburn  House  Office  Building,  Hon.  Cardiss  Collins  (chair- 
woman) presiding. 

Mrs.  Collins.  Good  afternoon. 

This  hearing  of  the  Energy  and  Commerce  Subcommittee  on 
Commerce,  Consumer  Protection  and  Competitiveness  will  come  to 
order. 

The  subcommittee  today  will  hear  testimony  on  H.R.  3713,  the 
Salvage  Vehicle  Title  Reform  and  Highway  Safety  Act,  sponsored 
by  my  colleague  the  Honorable  Alan  Wheat. 

Next  to  a  home,  the  motor  vehicle  is  the  most  expensive  and  one 
of  the  most  important  consumer  purchases.  When  purchasing  a 
motor  vehicle,  consumers  want  to  make  sure  that  a  motor  vehicle 
will  protect  them  and  their  family  from  personal  injury,  not  require 
extensive  repairs,  and  not  get  stolen.  Due  to  the  lack  of  uniformity 
in  State  laws  regarding  titles,  consumers  face  increasing  instances 
that  these  worries  will  become  realities. 

Current  law  allows  vehicles  that  have  been  totaled  to  end  up 
with,  "clean"  titles  that  do  not  reflect  the  damage  history.  As  a  re- 
sult, consumers  are  unknowingly  purchasing  rebuilt  wrecks  and 
water-damagedvehicles.  Frequently,  they  are  not  safe.  In  addition, 
these  vehicles  may  require  extensive  repairs. 

If  that  is  not  enough,  consumers  face  increasing  possibilities  that 
their  vehicles  will  be  stolen  or  that  they  will  be  unknowingly  pur- 
chasing a  stolen  car.  Existing  laws  make  it  easy  for  a  thief  to  ob- 
tain a  duplicate  title  and  vehicle  identification  number.  Once  ob- 
tained, it  is  easy  for  a  thief  to  disguise  a  stolen  vehicle  and  then 
sell  it  to  an  unsuspecting  consumer. 

In  response  to  these  growing  problems,  the  Anti-Car  Theft  Act  of 
1992  mandated  that  a  Motor  Vehicle  Titling,  Registration  and  Sal- 
vage Advisory  Committee  "Salvage  Committee"  be  developed  to 
study  the  automobile  salvage  issue.  On  February  10th  of  this  year, 
the  Salvage  Committee  issued  its  recommendations.  It  determined 
that  Federal  legislation  is  necessary  to  deal  with  this  issue  and 
made  specific  recommendations  on  how  this  should  be  accom- 
plished. 

(1) 


Briefly,  the  Salvage  Committee  recommends  that  there  be  uni- 
form definitions,  greater  titling  and  control  methods,  new  rules 
concerning  the  issuance  of  duplicate  titles,  inspections  of  rebuilt  ve- 
hicles and  the  prohibition  of  the  exportation  of  vehicles  with 
phoney  ownership  documents. 

While  the  Salvage  Committee's  recommendations  would  go  a  long 
way  toward  solving  the  problems,  the  Salvage  Committee's  sugges- 
tions are  not  the  last  word  on  this  issue.  Concerns  have  been  ex- 
pressed by  the  State  attorneys  general  and  auto  safety  and 
consumer  groups  that  the  Salvage  Committee's  recommendations 
do  not  adequately  protect  consumers. 

The  Wheat  bill  seeks  to  address  these  concerns  of  the  consumer 
community.  Among  other  things,  the  bill  would  require  that  the 
seller  make  a  disclosure  to  the  consumer  before  the  vehicle  is  sold. 
The  title  would  have  to  be  presented  at  the  time  of  sale  so  that  the 
consumer  could  see  that  the  title  was  branded  as  salvage. 

The  Wheat  bill  would  define  a  salvage  vehicle  as  one  that  has 
a  repair  cost  that  exceeds  65  percent  of  the  value  of  that  vehicle. 
The  Salvage  Committee  would  use  75  percent  as  a  threshold.  The 
bill  also  would  require  that  when  a  vehicle  has  sustained  major 
damage  that  is  not  enough  to  meet  the  definition  of  salvage  but  is 
still  substantial,  the  damage  history  of  that  vehicle  must  be  dis- 
closed to  the  consumer  before  the  vehicle  is  purchased. 

Congressman  Wheat  should  be  commended  for  seeking  solutions 
to  this  very  important  consumer  issue. 

We  have  a  variety  of  witnesses  today  representing  government, 
industry,  and  the  consumer  community.  All  have  been  working  dili- 
gently and  in  a  cooperative  fashion  to  seek  solutions  to  these  prob- 
lems and  I  look  forward  to  their  testimony. 

Mr.  Stearns. 

Mr.  Stearns.  Good  afternoon.  Thank  you.  Madam  Chairwoman. 

I  commend  you  for  focusing  the  subcommittee's  attention  today 
on  the  growing  problem  of  motor  vehicle  theft  and  title  fraud.  Re- 
cently, the  St.  Petersburg  Times  ran  a  three  part  series  on  vehicle 
salvage  and  title  fraud.  The  articles  tell  of  cars  that  were  stolen  or 
wrecked  or  cosmetically  repaired  and  sold  to  unsuspecting  buyers. 

According  to  the  series,  in  1993  alone,  Floridians  purchased 
72,000  used  cars  and  trucks  that  had  been  in  accidents  involving 
death,  injury,  or  drunken  driving  in  the  past  5  years.  Clearly,  this 
is  a  problem  of  major  proportions. 

This  subcommittee  played  a  major  role  in  securing  passage  of  the 
Anti-Car  Theft  Act  of  1992.  That  act  contained  a  provision  direct- 
ing the  Secretary  of  Transportation  to  establish  a  task  force  for  the 
purpose  of  studying  the  issues  of  motor  vehicle  titling,  registration, 
and  salvage  controls  that  facilitate  motor  vehicle  theft  and  fraud. 

The  task  force  has  completed  its  report  recommending  congres- 
sional action  in  several  areas.  The  problems  discussed  in  the  report 
have  serious  implications  for  all  Americans.  Auto  theft  is  a  prop- 
erty crime  but  increasingly  involves  violence.  Selling  a  damaged  ve- 
hicle as  new  is  fraud  but  has  obvious  safety  consequences  for  the 
buyer.  Because  States  lack  uniform  titling  requirements,  auto- 
mobiles stolen  in  one  State  can  be  easily  retitled  and  sold  in  an- 
other with  relative  ease.  Vehicle  theft  and  fraud  threatens  the  safe- 


ty  of  everyone  using  our  highways  and  costs  Americans  billions  of 
dollars  each  year. 

To  help  remedy  these  problems,  several  bills  have  been  intro- 
duced and  referred  to  this  subcommittee.  We  will  hear  testimony 
today  regarding  H.R.  3713,  a  bill  introduced  by  my  friend  Mr. 
Wheat.  I  hope  we  can  also  discuss  H.R.  1048  introduced  by  Mr. 
Clement. 

I  applaud  my  colleague,  Mr.  Wheat's  efforts  to  address  the  prob- 
lem of  theft  and  fraud,  but  I  am  concerned  that  his  proposed  legis- 
lation goes  beyond  what  is  necessary  and  is  frankly  unnecessarily 
burdensome  to  those  in  the  legitimate  business  of  repairing,  insur- 
ing, and  selling  motor  vehicles. 

I  am  anxious  to  work  with  you.  Madam  Chairwoman,  in  crafting 
legislation  that  will  address  the  concerns  expressed  by  the  task 
force  and  our  witnesses  today,  and  commend  you  for  calling  the 
subcommittee's  attention  once  again  to  the  very  serious  problems 
of  motor  vehicle  theft  and  titling  fraud. 

Thank  you.  Madam  Chairwoman. 

Mrs.  Collins.  Thank  you  very  much. 

Our  first  witness  will  be  the  Honorable  Alan  Wheat  of  Missouri. 

Mr.  Wheat,  we  are  delighted  to  have  you  before  the  subcommit- 
tee and  you  may  begin  your  testimony  at  this  time  in  any  way  you 
choose. 

STATEMENT  OF  HON.  ALAN  WHEAT,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  MISSOURI 

Mr.  Wheat.  Thank  you.  Madam  Chairwoman,  and  Mr.  Stearns, 
Cliff,  for  allowing  me  to  testify  today  and  for  holding  this  hearing 
on  H.R.  3713.  I  do  think  this  is  an  important  problem  and  one  of 
the  greatest  consumer  safety  issues  we  have:  Salvage  car  fraud. 

And  Madam  Chairwoman,  I  actually  have  to  thank  you  twice  for 
calling  attention  to  this  problem  by  including  the  provision  in  the 
Anti-Car  Theft  Act  of  1992  to  create  a  Federal  task  force  to  rec- 
ommend solutions  to  this  problem.  We  wouldn't  be  here  today  with 
my  legislation  or  considering  this  entire  problem  had  it  not  been 
for  your  efforts  at  that  time  and  I  appreciate  it. 

Madam  Chairwoman,  as  you  know,  every  day  people  are  putting 
their  lives  on  the  line  in  cars  that  just  have  no  business  being  on 
the  road.  People  have  been  severely  injured.  People  have  died  as 
a  result  of  driving  these  death  traps.  These  cars  are  literally  acci- 
dents waiting  to  happen. 

The  problem,  as  you  point  out,  has  received  national  attention, 
has  been  showcased  in  numerous  investigative  reports.  In  one  case, 
60  Minutes  documented  a  young  man  from  my  State  of  Missouri 
who  was  driving  a  1990  Corvette  when  the  car  suddenly  went  out 
of  control,  apparently  without  a  reason,  and  crashed  and  it  nearly 
killed  him.  Later,  he  found  out  that  the  car  had  been  previously 
totaled  and  that  the  totaling  was  the  cause  of  his  accident  that  day. 
If  he  had  known  the  history  of  the  car,  he  would  have  thought 
twice  about  buying  it,  would  not  have  put  his  life  on  the  line  when 
putting  himself  behind  the  wheel.  This  rebuilt  wreck  should  never 
have  been  on  the  road,  but  there  are  literally  thousands  of  cars  like 
it  on  the  road  at  every  moment.  And  when  you  leave  here  today. 


it  is  likely  that  on  your  way  home  you  will  pass  one  or  more  of 
these  dangerous  cars. 

In  addition  to  the  very  real  safety  dangers  that  these  cars  pose, 
there  is  a  consumer  aspect  to  this  problem  also.  Plainly  put,  this 
is  a  multibillion  dollar  rip-off  of  American  car  buyers.  In  fact,  it  is 
estimated  that  on  an  annual  basis,  consumers  are  cheated  or  bilked 
out  of  approximately  $4  billion  by  paying  inflated  prices  for  these 
rebuilt  wrecked  cars,  cars  that  are,  in  reality,  sometimes  little  more 
than  junk  welded  together. 

To  resolve  this  problem,  I  have  introduced  the  Salvage  Vehicle 
Title  Reform  and  Highway  Safety  Act.  While  it  is  a  rather  un- 
wieldy title,  this  bill  represents  two  basic  principles  that  can  give 
us  a  comprehensive  approach  to  attacking  the  salvage  car  problem. 
First,  consumers  must  be  told  prior  to  purchasing  a  vehicle  that 
the  vehicle  was  once  salvage.  That  is  very  simple,  just  a  disclosure 
prior  to  the  time  of  purchase. 

Second,  consumers  deserve  to  know  whether  a  car  has  sustained 
major  wreck  damage  that  could  significantly  affect  the  safety,  per- 
formance or  value  of  the  vehicle  they  are  considering  purchasing. 
With  these  two  basic  disclosures,  consumers  could  make  informed 
decisions  before  buying  these  cars. 

The  provisions  of  this  bill  have  been  adopted  in  a  resolution  by 
the  National  Association  of  Attorneys  General.  In  addition,  H.R. 
3713  has  been  endorsed  by  several  major  consumer  groups,  includ- 
ing Public  Citizen,  the  Center  for  Auto  Safety,  Consumers  Union, 
and  U.S.  PIRG. 

Madam  Chairwoman,  you  and  I  seem  to  share  the  same  goals  in 
solving  this  problem.  Cliff,  I  am  aware  that  some  industry  groups 
have  expressed  concerns  over  the  specific  provisions  of  H.R.  3713, 
and  my  staff  has  been  meeting  with  these  groups  over  the  last  sev- 
eral days  to  identify  a  common  ground  in  the  hope  that  we  can 
produce  a  consensus  bill  before  this  Congress  adjourns.  While  this 
window  of  opportunity  may  be  small,  we  are  encouraged  by  these 
discussions  and  my  staff  is  currently  drafting  compromise  language 
that  we  hope  can  actually  produce  a  consensus  so  that  we  can  pro- 
ceed and  solve  this  problem.  We  fully  intend  to  keep  you  posted  on 
the  progress  that  we  make. 

As  I  mentioned  earlier,  Mrs.  Collins  had  called  for  a  task  force 
to  look  at  the  varying  title  procedures  and  the  many  problems  in- 
herent in  the  system.  It  did  result  in  the  task  force  recommenda- 
tions and  most  of  those  task  force  recommendations  have  in  fact 
been  included  in  the  legislation  that  I  am  suggesting  today. 

Like  the  task  force  bill,  my  bill  provides  for  uniform  definitions 
of  salvage  designations,  mandatory  inspections  for  rebuilt  salvaged 
vehicles,  and  strong  enforcement  measures. 

Just  a  quick  few  words  about  enforcement.  The  task  force  agreed 
that  penalties  for  breaking  the  law  must  be  significant  and  should 
parallel  the  penalties  in  the  Federal  odometer  law. 

Madam  Chairwoman,  all  of  these  provisions  can  be  found  in  my 
bill.  The  Senate  has  passed  a  salvage  vehicle  reform  bill  which  in- 
cludes the  provision  to  address  major  damage  and  the  differences 
can  easily  be  reconciled  between  these  two  versions  of  the  bill.  If 
we  move  both  quickly  and  responsibly,  I  believe  it  is  possible  to 


produce  a  finished  product  in  this  legislative  session  and  get  it  to 
the  President  for  his  signature. 

And,  again,  I  appreciate  the  opportunity  to  testify  before  you  and 
your  committee. 

[The  prepared  statement  of  Hon.  Alan  Wheat  follows:] 

Statement  of  Hon.  Alan  Wheat,  a  Representative  in  Congress  From  the 

State  of  Missouri 

Thank  vou,  Madam  Chairwoman  and  the  members  of  the  subcommittee,  for  hold- 
ing this  hearing  on  H.R.  3713,  legislation  to  address  one  of  the  most  important 
consumer  safety  issues  facing  the  Nation:  salvage  car  fraud,  the  growing  problem 
of  cars  that  have  been  totalled  in  wrecks,  are  rebuilt,  and  then  resold  in  the  light 
of  day  to  consumers  who  are  kept  in  the  dark  about  the  car's  wreck  history. 

In  fact,  it  was  Congresswoman  Collins  who  focused  attention  on  this  issue  when 
she  included  a  provision  in  the  Anti-Car  Theft  Act  of  1992  to  create  a  Federal  task 
force  to  recommend  solutions  to  the  problem.  We  would  not  be  here  today  were  it 
not  for  her  foresight  and  hard  work. 

Madam  Chairwoman,  as  you  know,  every  day  people  are  putting  their  lives  on  the 
line  in  cars  that  have  no  business  being  on  the  road.  People  have  died,  people  have 
been  severely  injured,  by  these  deathtraps. 

These  cars  are — literally — an  accident  waiting  to  happen. 

The  problem  has  received  national  attention  and  has  been  showcased  in  several 
investigative  reports,  including  those  by  60  Minutes,  American  Journal,  and  the  St. 
Petersburg  Times. 

In  one  case,  60  Minutes  documented  a  young  man  from  Missouri  who  was  driving 
in  a  1990  Corvette  when  the  car  suddenly  went  out  of  control  and  crashed,  nearly 
killing  him.  Later,  he  found  out  that  the  car  had  previously  been  totalled. 

If  he  had  known  the  history  of  this  car,  he  would  have  thought  twice  about  buying 
it,  and  would  not  have  put  his  life  on  the  line  by  putting  himself  behind  the  wheel. 
This  rebuilt  wreck  never  should  have  been  on  the  road,  but  thousands  of  others  just 
like  it  are  moving  along  America's  roads  every  day. 

In  addition  to  the  real  dangers  these  unsafe  cars  pose  to  the  people  riding  in 
them,  there  is  another  consumer  aspect  to  the  problem. 

Plainly  put,  this  is  a  multi-billion  dollar  rip  off  to  American  car  buyers. 

In  fact,  it  is  estimated  that  consumers  are  bilked  out  of  $4  billion  each  year  by 
paying  inflated  prices  for  these  rebuilt  wrecks,  cars  that  are  sometimes  little  more 
than  welded  junk. 

To  resolve  this  problem,  I  have  introduced  the  Salvage  Vehicle  Title  Reform  and 
Highway  Safety  Act.  While  the  bill  represents  a  comprehensive  approach  to  attack- 
ing salvage  car  fraud,  there  are  two  principles  which  are  critical  to  protecting  the 
interests  of  consumers  and  the  driving  public. 

First,  consumers  must  be  told  before  they  purchase  a  vehicle  that  the  car  was 
once  "salvage".  Disclosure  that  a  car  was  once  "totalled"  before  purchase  is  impera- 
tive. 

Second,  consumers  deserve  to  know  whether  a  car  has  sustained  major  wreck 
damage  that  could  significantly  affect  the  safety,  performance,  or  value  of  the  vehi- 
cle they  are  considering  purchasing.  We  need  to  define  the  term  "major  damage" 
and  let  consumers  make  their  own  decisions  before  buying  these  cars. 

The  provisions  of  iny  bill  have  been  adopted  in  a  resolution  of  the  National  Asso- 
ciation of  Attorneys  General.  In  addition,  H.R.  3713  has  been  endorsed  by  several 
major  consumer  interest  groups  to  include  Public  Citizen,  the  Center  for  Auto  Safe- 
ty, Consumers  Union  and  US  Pirg. 

Madam  Chairwoman,  while  we  all  seem  to  share  the  same  goals  in  solving  this 
problem,  I  am  aware  that  some  industry  groups  have  expressed  concern  over  specific 
provisions  of  H.R.  3713.  My  staff  has  held  several  meetings  in  recent  days  with  rep- 
resentatives of  these  groups  to  identify  common  ground  in  the  hope  of  producing  a 
consensus  bill  that  can  be  passed  this  Congress. 

While  the  window  of  opportunity  may  be  small,  we  are  very  encouraged  by  these 
discussions,  and  my  staff  is  currently  drafting  compromise  language  that  we  hope 
will  produce  that  consensus.  We  will  keep  you  posted  on  our  progress  in  the  days 
ahead. 

The  problem  of  "title  washing"  exists  because  there  is  not  a  uniform  nationwide 
system  for  titling  cars  that  have  been  in  total  wrecks.  For  example,  a  totalled  car 
may  have  its  title  branded  "salvage"  in  one  State,  yet  the  same  vehicle  can  be  re- 
built and  retitled  in  another  State  with  a  clean  title — a  title  that  does  not  reveal 


the  car's  prior  salvage  history — because  that  State  does  not  have  a  salvage  brand 
or  carry  over  brands  from  previous  States. 

Other  statistics  about  this  problem  are  staggering: 

Every  month,  as  many  as  12,000  rebuilt  vehicles  with  washed  salvage  titles  from 
Michigan  and  Pennsylvania  are  back  on  the  road. 

in  1990,  in  1  month,  8,000  rebuilt  vehicles  that  carried  salvage  titles  in  Texas 
were  issued  clean  titles  in  Arkansas — a  State  that  at  the  time  had  no  salvage  title 
designation. 

Thirty-one  thousand  vehicles  that  were  previously  salvage  are  operating  on  the 
road  in  Kentucky  alone. 

And  it  is  impossible  to  estimate  the  number  of  cars  that  were  damaged  by  the 
Missouri  flood  last  year  that  may  be  back  on  the  roads  with  a  clean  title.  The  fact 
that  a  car  was  flooded  should  be  disclosed  to  a  future  buyer. 

The  basic  problem  is  that  the  system  lacks  uniformity.  States  have  many  different 
brands  for  salvage,  and  have  many  different  methods  of  determining  what  is  sal- 
vage. The  bill  I  introduced,  H.R.  3713,  the  Salvage  Vehicle  Title  Reform  and  High- 
way Safety  Act,  will  establish  a  uniform  system  that  will  require  salvage  vehicles 
to  have  branded  titles  and  require  these  brands  to  remain  on  the  titles. 

H.R.  3713  is  based  closely  on  the  established  system  of  our  Federal  odometer 
laws,  which  for  over  20  years  have  served  the  interest  of  consumers.  Since  1972, 
the  law  has  stated  that  a  written  disclosure  statement  showing  the  number  of  miles 
a  car  has  been  driven  must  be  shown  to  the  buyer  before  the  time  of  sale.  My  bill 
will  require  the  disclosure  of  salvage  history  in  the  same  way  that  odometer  infor- 
mation must  be  disclosed,  and  impose  penalties  with  teeth  to  deter  those  who  would 
otherwise  flaunt  the  law. 

As  I  mentioned  earlier,  Ms.  Collins  called  for  a  task  force  to  look  at  varying  titling 
procedures  and  the  many  problems  inherent  in  the  current  system.  Earlier  this 
year,  the  task  force  issued  recommendations  to  improve  the  current  system.  I  very 
much  appreciate  the  hard  work  of  this  task  force,  and  I  believe  that  they  have  put 
forth  recommendations  that  would  make  substantial  progress  toward  combatting 
salvage  car  fraud. 

In  fact,  H.R.  3713  incorporates  much  of  what  the  task  force  suggested,  and  goes 
on  to  include  important  consumer  protection  provisions.  Like  the  task  force,  my  bill 
provides  for  uniform  definitions  of  salvage  designations,  mandatory  inspections  for 
rebuilt  salvage  vehicles,  and  strong  enforcement  measures.  Regarding  enforcement, 
the  task  force  agreed  that  penalties  for  breaking  the  law  must  be  sigriificant  and 
should  parallel  the  penalties  to  the  Federal  odometer  law.  Madam  Chairwoman,  all 
of  these  provisions  can  be  found  in  my  bill. 

However,  I  also  addressed  several  important  consvuner  protection  issues  that  the 
task  force  did  not.  These  provisions  include  ensuring  that  the  salvage  information 
is  disclosed  to  the  buyer  so  that  a  prospective  purchaser  is  informed  of  a  car's  prior 
salvage  history,  before  the  sale  of  the  vehicle.  In  addition,  my  bill  asks  the  Depart- 
ment of  Transportation  to  look  into  the  issue  of  major  damage — those  instances 
when  a  vehicle  is  significantly  damaged  but  not  to  the  extent  it  is  declared  a  total 
loss  or  salvage.  This  information  is  also  important  and  should  be  disclosed  to  the 
buyer. 

The  Senate  has  passed  a  salvage  vehicle  reform  bill  which  includes  a  provision 
to  address  major  damage,  and  the  differences  can  easily  be  reconciled.  If  we  move 
quickly  and  responsibly,  it  is  possible  to  get  a  finished  product  to  the  President  for 
his  signature. 

Thank  you  for  the  opportunity  to  testify  before  your  subcommittee. 

Mrs.  Collins.  We  have,  as  you  know,  just  been  made  aware  of 
the  fact  that  there  is  a  vote  on  the  Floor  of  the  House  and  there 
is  going  to  be  another  one  after  that.  I  am  going  to  try  to  get  my 
questions  in  now,  if  I  can. 

All  the  witnesses  today  agree  that  there  needs  to  be  some  sort 
of  indication  on  the  title  of  a  motor  vehicle  to  indicate  that  the  ve- 
hicle is  a  salvage  vehicle.  There  is  however  disagreement  on  how 
to  deal  with  the  motor  vehicles  that  have  sustained  major  damage 
but  not  enough  to  be  declared  salvage.  H.R.  3713  would  require 
that  major  damage  be  noted  in  a  written  disclosure  with  the  title. 

In  your  opinion,  how  important  is  it  to  address  the  issue  of  major 
damage? 


Mr.  Wheat.  I  think  major  damage  is  almost  as  important  as  the 
salvage  designation  itself.  Cars  are  so  very  expensive  and  can  sus- 
tain such  significant  damage  that  major  damage  could  be  $10,000, 
$15,000,  possibly  $20,000  or  more  in  a  vehicle  and  it  would  still  not 
be  considered  salvage.  I  think  it  is  important  that  consumers  be 
aware  of  that,  not  only  for  safety  purposes  but  also  because  of  the 
costs  and  the  possible  loss  of  funds  that  are  involved. 

Mrs.  Collins.  Well,  the  task  force  suggested  that  maybe  a  stick- 
er be  placed  on  the  body  of  a  rebuilt  salvage  automobile  or  vehicle. 
Why  do  you  think  that  is  not  enough? 

Mr.  Wheat.  I  think  that  is  appropriate  and  it  is  a  good  start,  but 
in  writing  this  legislation  we  just  did  an  informal  poll  talking  to 
people  about  other  kinds  of  designations  and  we  asked  people  how 
many  of  them  were  aware  that  there  was  a  sticker  required  under 
the  Federal  odometer  law  to  let  people  know  when  odometers  have 
been  rolled  back  and  basically  no  one  knew  of  that  legislation. 

So  what  we  want  is  not  to  provide  some  kind  of  system  that 
makes  it  easy  for  people  to  avoid  the  law  but  to  provide  a  system 
that  affirmatively  requires  the  sellers  of  salvage  vehicles  to  inform 
the  buyer  that  the  vehicle  is  a  salvage  vehicle.  Verbal  notification 
as  well  as  the  notification  on  the  title  itself  is  the  most  appropriate 
way  to  go  about  it. 

Mrs.  Collins.  H.R.  3713  would  require  inspections  for  salvage 
vehicles  but  not  for  vehicles  that  have  suffered  major  damage.  It 
would  seem  difficult  to  determine  the  safety  of  a  motor  vehicle  that 
suffered  major  damage. 

Would  you  be  in  favor  in  requiring  inspections  of  vehicles  that 
have  suffered  major  damage? 

Mr.  Wheat.  We  are  obviously  trying  to  seek  some  kind  of  bal- 
ance that  allows  this  law  to  be  workable  and  not  overly  burden- 
some to  people  who  are  engaged  in  commerce  in  trying  to  sell  vehi- 
cles. And  while  I  think  it  is  appropriate  that  vehicles  be  safety  in- 
spected, the  cost  of  requiring  that  every  vehicle  that  has  been  in 
an  accident,  be  inspected,  even  when  it  has  not  sustained  the  kind 
of  damage  that  would  make  it  a  salvage  vehicle,  might  be  overly 
burdensome.  But  I  would  certainly  be  willing  to  work  with  you  to 
come  up  with  some  appropriate  language  that  could  allow  for  in- 
spections for  major  damage  vehicles  also. 

Mrs.  Collins.  Thank  you. 

Mr.  Steams. 

Mr.  Stearns.  Thank  you,  Madam  Chairwoman. 

Alan,  I  appreciate  the  bill  that  you  have  here  and  I  know,  having 
bought  lots  of  cars,  used  cars,  I  sort  of  feel  like  I  have  bought  one 
of  those  myself,  so  I  sympathize  or  empathize.  But  it  appears  that 
your  legislation  would  place  a  large  number  of  new  requirements 
not  just  on  the  automobile  dealers  and  auction  houses  but  also  on 
individuals:  I  want  to  sell  my  car  personally. 

Mr.  Wheat.  That  is  correct. 

Mr.  Stearns.  How  do  you  respond  to  critics  who  argue  that  your 
legislation  places  too  many  obligations  and  responsibilities  on  indi- 
viduals who  would  want  to  transfer  or  sell  their  own  automobile, 
because,  you  know,  the  second  question  I  had,  which  I  am  just 
going  to  ask  one  question.  Madam  Chairwoman,  is  when  you  talk 
about  the  liability 
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Mr.  Wheat.  I  will  try  to  sneak  in  two  answers. 

Mr.  Stearns  [continuing],  which  we  think  is  pretty  substantial, 
the  punitive  damage  section  makes  defendants  liable  for  twice  the 
actual  punitive  damages  or  $5,000,  whichever  one  is  greater,  so  you 
put  that  on  individuals  with  punitive  damages,  our  concern  is  how 
do  you  respond  to  this? 

Mr.  Wheat.  To  answer  the  second  question  first,  obviously  the 
purpose  is  for  there  to  be  a  deterrent  for  people  not  to  try  to  escape 
the  provisions  of  the  law.  And  the  purpose  of  it  is  just  to  make  sure 
that  people  are  actually  passing  along  that  information  and  espe- 
cially anyone  engaged  in  commerce.  Ajn  individual  selling  cars  isn't 
going  to  run  the  risk  very  often,  if  ever,  of  suffering  the  punitive 
damages  for  not  having  disclosed  to  the  consumer  the  fact  that  the 
vehicle  is  salvage. 

In  terms  of  what  it  means  for  an  individual,  obviously  if  you 
allow  some  kind  of  exemption  or  waiver  for  individuals,  we  have 
just  created  a  loophole  that  will  create  a  whole  new  burgeoning  in- 
dustry of  people  being  able  to  wash  the  title  and  that  is  what  we 
are  trying  to  avoid  now. 

And  this  is  not  to  prevent  individuals  from  being  able  to  sell 
their  vehicles.  It  is  just  to  make  sure  that  they  have  the  same  re- 
quirements placed  upon  them,  that  if,  in  fact,  the  vehicle  has  been 
totaled,  that  designation  has  to  be  stamped  upon  the  title  and 
when  a  consumer  purchases  that  car  they  have  the  same  obligation 
to  let  the  next  consumer  know  that  car  has  suffered  either  major 
damage  or  has  been  declared  salvage  as  a  result  of  an  accident. 

Mr.  Stearns.  If  I  went  to  sell  my  car  today,  I  wouldn't  know  if 
it  had  that  damage  or  not.  I  bought  it  from  a  used  car  dealer.  I 
owned  it  for  3,  4  years. 

Mr.  Wheat.  It  is  not  my  intention  to  go  back  and  cover  everyone 
in  an  ex  post  facto  kind  of  way,  and  if  you  don't  think  the  language 
is  clear  about  that,  I  would  be  more  than  happy  to  work  with  you 
in  that  regard.  But  if  you  have  any  knowledge  that  your  car  has 
suffered  major  damage,  if  you  have  in  fact  had  the  car  in  an  acci- 
dent yourself,  or  if  the  title  comes  to  you  with  the  brand  salvage 
on  it,  then  you  should  have  the  obligation  of  passing  that  informa- 
tion along. 

Mr.  Stearns.  Thank  you.  Madam  Chairwoman. 

Mrs.  Collins.  Thank  you  very  much,  Mr.  Wheat. 

We  now  have  about  5  minutes  to  make  the  vote  and  for  that  rea- 
son we  are  going  to  recess.  We  may  have  other  questions  for  you 
which  we  may  submit  in  writing. 

And  with  that,  we  are  going  to  recess  for  about  20  minutes. 

[Brief  recess.] 

Mrs.  Collins.  This  hearing  of  the  Energy  and  Commerce  Sub- 
committee on  Commerce,  Consumer  Protection  and  Competitive- 
ness will  reconvene  at  this  time. 

Our  next  panel  will  consist  of  Mr.  Christopher  A.  Hart,  who  is 
the  Deputy  Administrator  of  the  National  Highway  Traffic  Safety 
Administration.  Mr.  Hart  is  accompanied  by  Mr.  William  A. 
Boehly,  Associate  Administrator  for  Enforcement.  We  will  have  Mr. 
Steven  Taterka,  who  is  the  assistant  attorney  general  with  the  Of- 
fice of  the  Attorney  General  of  Tennessee  in  Nashville,  Tennessee. 
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He  is  accompanied  by  Mr.  William  Brauch,  assistant  attorney  gen- 
eral with  the  Office  of  the  Attorney  General  of  Iowa. 

Gentlemen,  won't  you  come  forward,  please. 

I  think  all  of  you  know  that  we  operate  in  the  House  under  the 
5-minute  rule.  We  will  be  using  both  the  lights  and  the  time  clock 
today.  In  case  they  are  not  quite  in  sync,  when  you  hear  the  bell, 
that  means  your  5  minutes  have  expired. 

Mr.  Hart,  I  understand  that  you  will  have  to  leave  very  shortly, 
so  we  are  going  to  begin  with  you  at  this  time. 

STATEMENT  OF  CHRISTOPHER  A.  HART,  DEPUTY  ADMINIS- 
TRATOR, NATIONAL  TRAFFIC  SAFETY  ADMINISTRATION,  AC- 
COMPANIED BY  WILLIAM  A  BOEHLY,  ASSOCIATE  ADMINIS- 
TRATOR FOR  ENFORCEMENT 

Mr.  Hart.  Thank  you,  Madam  Chairwoman  and  members  of  the 
subcommittee. 

I  am  pleased  to  appear  before  you  today  to  present  the  views  of 
the  Department  of  Transportation  on  H.R.  3713,  the  Salvage  Vehi- 
cle Title  Reform  and  Highway  Safety  Act  and  on  the  report  that 
was  prepared  by  the  Motor  Vehicle  Titling,  Registration  and  Sal- 
vage Advisory  Committee.  With  me  is  Mr.  William  Boehly,  our  As- 
sociate Administrator  for  Enforcement. 

I  would  ask  that  my  written  statement  be  included  in  the  record, 
and  I  will  now  summarize  those  remarks  and  then  take  whatever 
questions  you  may  have. 

Mrs.  Collins.  Without  objection,  all  written  statements  will  be 
made  a  part  of  the  record. 

Mr.  Hart.  Thank  you. 

Before  I  respond  to  the  questions  of  the  committee,  I  would  like 
to  make  two  points:  First,  I  would  like  to  commend  the  advisory 
committee  for  its  excellent  work  on  this  very  complex  issue.  The 
Anti-Car  Theft  Act  of  1992  directed  the  committee  to  study  prob- 
lems on  motor  vehicle  titling,  registration  and  salvage  control,  and 
it  directed  the  committee  to  determine  whether  uniform  State  title 
requirements  would  help  deter  vehicle  theft  and  fraud. 

The  committee's  report  sets  forth  Federal  and  State  actions  to 
address  this  problem  and  it  helps  provide  a  foundation  for  legisla- 
tion. 

Second,  section  202  of  the  1992  Act  directs  the  Secretary  of 
Transportation  to  establish  a  National  Motor  Vehicle  Title  Informa- 
tion System  by  January  1996,  so  that  States  and  vehicle  buyers 
will  have  instant  access  to  the  motor  vehicle  titling  information  of 
all  other  States.  However,  the  American  Association  of  Motor  Vehi- 
cle Administrators  is  developing  a  four-State  pilot  test  of  the  uni- 
formed titling  system  that  is  scheduled  for  completion  in  early  1996 
and  that  could  make  a  Federal  role  in  this  area  unnecessary.  To 
enable  the  Secretary  to  consider  the  results  of  that  pilot  effort,  the 
Department  submitted  to  Congress  in  May  a  proposed  amendment 
to  the  1992  Act  to  allow  the  Secretarv  to  extend  the  January  1996 
deadline.  We  would  respectfully  ask  the  subcommittee  to  grant  this 
extension  request. 

Regarding  the  subcommittee's  questions,  your  first  question  is 
whether  the  advisory  committee's  recommendations  adequately  ad- 
dress our  concerns.  As  you  know,  the  AAMVA  represents  all  of  the 
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State  motor  vehicle  licensing  agencies  and  they  will  play  an  impor- 
tant role  in  all  of  these  issues.  The  Department  recently  received 
the  comments  on  the  recommendations  from  the  AAMVA.  We  are 
now  reviewing  those  recommendations,  including  AAMVA's  com- 
ments, and  when  our  review  is  completed,  we  will  be  pleased  to  for- 
mally submit  the  Department's  position  to  this  subcommittee. 

The  Department  generally  supports  the  first  four  recommenda- 
tions of  the  committee's  report. 

Recommendation  5  recommends  criteria  for  uniform  safety  in- 
spections of  rebuilt  salvage  vehicles.  Although  we  agree  that  all 
States  should  institute  a  uniform  safety  inspection  for  rebuilt  sal- 
vage vehicles,  we  are  concerned  that  Recommendation  5.2  may  be 
too  limiting  because  the  authorities  listed  in  that  recommendation 
should  not  be  the  only  sources  that  are  used.  In  addition,  the  rec- 
ommendation refers  to  emission  control  inspection  systems  and  we 
believe  EPA  should  be  consulted  regarding  the  criteria  for  any  such 
inspections. 

Recommendation  6  relates  to  documentation  to  be  presented  to 
U.S.  Customs  to  help  prevent  stolen  vehicles  from  crossing  our  bor- 
ders. Because  the  Custom  Service  establishes  documents  that  are 
necessary  for  exporting  vehicles,  this  issue  would  be  more  properly 
addressed  by  the  Treasury  Department. 

Recommendation  7  lists  sources  of  funding.  Although  these 
sources  of  funding  are  merely  listed  as  possible  sources,  the  De- 
partment strongly  opposes  the  recommendation  for  federally  man- 
dated fees  to  be  collected  and  retained  by  the  State.  Any  funds  that 
are  needed  to  implement  the  committee's  recommendations  should 
come  from  user  fees  and  State  revenue. 

Recommendation  8  would  enforce  the  committee's  recommenda- 
tions by  investigative  authority  and  sanctions  that  are  similar  to 
those  in  the  odometer  requirements  of  the  Motor  Vehicle  Informa- 
tion and  Cost  Savings  Act  and  by  withholding  a  portion  of  a  State's 
highway  construction  funds  for  noncompliance.  The  Department 
agrees  with  the  first  recommendations,  but  highway  construction 
funds  have  no  relationship  to  automobile  title  fraud  and  the  De- 
partment strongly  opposes  such  a  sanction. 

The  subcommittee's  second  question  is  whether  H.R.  3713,  intro- 
duced by  Mr.  Wheat,  addresses  our  concerns.  The  Department  com- 
mends Mr.  Wheat  for  developing  this  bill  but  it  does  raise  several 
concerns,  especially  as  relates  to  the  requirement  to  disclose  "major 
damage  that  is  less  than  salvage." 

Section  5  would  require  sellers  to  give  buyers  a  disclosure  of  the 
vehicle's  major  history  and  the  major  amount  and  timing  of  that 
damage,  among  other  information,  would  all  have  to  be  on  the  title. 
Such  requirements  could  create  severe  administrative  burdens  for 
the  buyers  and  sellers  of  these  vehicles  and  on  the  record-keeping 
systems  of  various  States. 

The  advisory  committee  looked  into  whether  sellers  should  be  re- 
quired to  disclose  the  damage  history,  and  after  noting  the  dif- 
ficulty in  dealing  with  this  issue,  it  suggested  that  there  is  a  need 
for  further  study.  The  Department  is  unable  to  support  the  disclo- 
sure of  major  damage  at  this  time  because  we  agree  that  further 
study  is  warranted. 
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Your  third  question  is  what  suggestions  we  have  regarding  the 
advisory  committee's  recommendation's  or  H.R.  3713.  As  I  stated 
earHer,  the  Department  is  still  completing  its  review  of  the  rec- 
ommendations and  when  that  review  is  complete,  we  will  be  better 
able  to  provide  you  with  our  views  on  H.R.  3713. 

Your  last  question  is  what  recommendations  we  would  make  to 
assure  that  purchasers  know  the  vehicle's  damage  history.  The 
committee's  recommendation  that  the  titles  specify  salvage  cer- 
tainly helps  considerably.  However,  as  I  have  indicated,  a  formal 
study  of  the  damage  history  issue  is  necessary  before  the  Depart- 
ment could  make  any  recommendations. 

This  concludes  my  prepared  remarks.  Mr.  Boehly  and  I  will  be 
glad  to  answer  any  questions  you  might  have,  and  I  certainly  look 
forward  to  working  with  the  subcommittee  on  these  important  is- 
sues. 

[The  prepared  statement  of  Christopher  A.  Hart  follows:] 

Statement  of  Christopher  A.  Hart,  Deputy  Administrator,  National  Highway 

Traffic  Safety  Administration 

Madam  Chairwoman  and  Members  of  the  Subcommittee:  I  am  pleased  to  appear 
before  you  today  to  present  the  views  of  the  Department  of  Transportation  on  H.R. 
3713,  the  "Salvage  Vehicle  Title  Reform  and  Highway  Safety  Act,"  and  to  respond 
to  your  questions  about  that  bUl  and  about  the  report  prepared  under  the  Anti  Car 
Theft  Act  of  1992  by  the  Motor  Vehicle  Titling,  Registration,  and  Salvage  Advisory 
Committee.  This  is  my  first  appearance  before  this  subcommittee,  and  I  want  to  say 
how  much  I  look  forward  to  working  with  this  subcommittee  on  the  serious  issues 
that  NHTSA  faces.  With  me  at  the  witness  table  is  Mr.  WilUam  A.  Boehly,  the  Na- 
tional Highway  Traffic  Safety  Administration's  (NHTSA)  Associate  Administrator 
for  Enforcement. 

Before  I  address  the  questions  you  asked  in  your  letter  of  invitation,  I  would  like 
to  take  this  opportunity  to  make  two  comments.  First,  I  would  like  to  commend  each 
of  the  members  of  the  Motor  Vehicle  Titling,  Registration,  and  Salvage  Advisory 
Committee  for  their  excellent  and  timely  report  on  a  very  complex  and  difficult 
issue.  The  Anti  Car  Theft  Act  of  1992  directed  the  committee  to  study  problems  on 
motor  vehicle  titling,  registration,  and  salvage  control  that  affect  the  problem  of 
motor  vehicle  theft.  The  lack  of  uniformity  in  State  laws  regulating  these  areas  pro- 
vides an  opportunitv  for  criminals  to  eliminate  or  "wash"  from  titles  any  evidence 
of  the  fact  that  used  vehicles  are  stolen  or  salvaged.  The  1992  Act  directed  the  com- 
mittee to  determine  whether  this  lack  of  uniformity  in  State  laws  encourages  vehicle 
theft  and  fraud  and  to  determine  if  the  adoption  of  uniform  title  branmng  would 
deter  criminal  activities. 

The  committee's  report  discusses  how  the  lack  of  uniformity  in  State  laws  on  vehi- 
cle titling,  registration,  and  salvage  of  used  motor  vehicles  increases  the  likelihood 
that  motor  vehicle  theft  will  go  undetected.  The  report  provides  a  series  of  Federal 
and  State  actions  needed  to  address  this  problem.  We  are  grateful  to  the  committee 
for  giving  us  the  foundation  needed  to  develop  sound  legislation  in  this  area. 

Second,  I  would  like  to  mention  a  provision  in  the  1992  Act  that  was  designed 
to  implement  the  committee's  recommendations  on  standardizing  motor  vehicle  ti- 
tles. Section  202  of  the  Act  directs  the  Secretary  of  Transportation  to  establish  a 
National  Motor  Vehicle  Title  Information  System  by  January  1996,  unless  the  Sec- 
retary determines  that  an  existing  system  meets  the  statute's  requirements.  The 
Title  Information  System's  purpose  is  to  provide  nationsd  access  to  vehicle  titling 
documents  so  that  States  and  vehicle  buyers  may  gain  instant  and  reliable  access 
to  the  motor  vehicle  titling  information  maintained  by  other  States. 

A  private  sector  initiative,  headed  by  the  American  Association  of  Motor  Vehicle 
Administrators  (AAMVA),  is  developing  a  pilot  test  of  such  an  information  system 
that  could  significantly  reduce  or  make  a  Federal  role  in  this  area  unnecessary.  The 
pilot  project,  with  four  States  participating,  is  scheduled  for  completion  in  early 
1996.  Accordingly,  the  Department  is  seeking  an  amendment  to  the  1992  Act,  sub- 
mitted to  Congress  in  May,  to  allow  the  Secretary  to  extend  the  January  1996  date 
for  the  establishment  of  the  Title  Information  System.  The  proposal  would  allow  the 
extension  if  the  Secretary  issued  a  Federal  Register  notice,  by  December  31,  1994, 
presenting  the  reasons  for  the  extension. 
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Madam  Chairwoman,  we  believe  that  this  extension  is  needed  to  enable  the  Sec- 
retary to  consider  the  result  of  AAMVA's  pUot  effort.  The  pilot  will  provide  the  nec- 
essary information  to  develop  all  the  components  of  such  an  information  system  and 
will  clarify  and  bring  into  sharper  focus  the  Federal  role.  To  allow  the  Department 
to  determine  the  optimum  approach  for  establishing  the  Title  Information  System, 
we  respectfully  request  that  tne  subcommittee  act  on  our  proposal  at  your  earliest 
convemence. 

Now,  I  would  like  to  address  the  first  question  you  asked  in  your  letter:  "In  ac- 
cordance with  the  requirements  of  the  Anti  Car  Theft  Act  of  1992  (Public  Law  102- 
519),  on  February  10,  1994,  the  Motor  Vehicle  Titling,  Registration  and  Salvage  Ad- 
visory Committee  ("Salvage  Committee")  issued  recommendations  to  address  motor 
vehicle  titling,  registration  and  salvage  issues.  Do  the  recommendations  adequately 
address  the  concerns  of  your  Department?" 

Recently,  the  Department  received  comments  fi-om  the  AAMVA  concerning  the 
committee's  recommendations.  This  is  important  in  that  AAMVA  represents  all  of 
the  State  motor  vehicle  licensing  agencies,  all  of  which  will  play  an  important  role 
in  obtaining  uniformity  and  consistency  in  motor  vehicle  titles  and  related  docu- 
ments. The  Department  is  completing  its  review  of  the  committee's  eight  rec- 
ommendations, including  AAMVA's  comments.  When  our  review  is  completed,  we 
will  formally  submit  the  Department's  position  on  the  committee's  recommenda- 
tions. 

The  Department  generally  supports  Recommendations  1-4,  concerning  "Defini- 
tions"; "Titling  and  Control  Methods";  "Duplicate  Title  Issuance";  and  "National 
Uniform  Vehicle  Identification  Number  (VIN)  Inspections  for  Rebuilt  Salvage  Vehi- 
cles." Our  tentative  position  on  several  key  issues  in  Recommendations  5-8  is  as  fol- 
lows: 

Recommendation  5,  "National  Uniform  Safety  Inspection  for  Rebuilt  Salvage  Vehi- 
cles," recommends  criteria  for  uniform  safety  inspections  of  rebuilt  salvage  vehicles. 
Although  we  agree  with  the  recommendation  that  all  States  should  institute  a  uni- 
form safety  inspection  for  rebuilt  salvage  vehicles,  and  the  related  recommendations 
on  legal  protection,  we  are  concerned  that  recommendation  5.2  may  be  too  limiting. 
That  recommendation  stipulates  that  the  minimum  "uniform"  safety  inspection  cri- 
teria be  adopted  from  specific  documents  prepared  bv  several  authorities.  The  De- 
partment believes  these  authorities  should  be  considered  in  developing  the  stand- 
ards, but  that  they  should  not  be  the  only  sources  used  in  setting  mimmum  safety 
inspection  criteria. 

'The  committee's  safety  inspection  criteria  include  inspection  of  emission  control 
components.  It  appears,  however,  that  the  committee  did  not  discuss  this  matter 
with  experts  in  the  field  of  emission  inspection.  At  the  Federal  level,  this  is  an  issue 
that  should  be  addressed  by  the  Environmental  Protection  Agency  (EPA).  Accord- 
ingly, the  Department  believes  that  EPA  should  be  consulted  regarding  the  appro- 
priateness of  any  criteria  for  emission  control  inspections  of  rebuilt  salvage  vehicles. 

Recommendation  6,  "Exportation  of  Vehicles,"  recommends  specific  documentation 
that  a  shipper  should  present  to  U.S.  Customs  to  help  prevent  stolen  vehicles  from 
passing  through  customs  with  fraudulent  ownership  documents.  This  issue  would 
more  properly  be  addressed  by  the  Treasury  Department,  as  the  U.S.  Customs  Serv- 
ice establishes  documents  necessary  for  exporting  vehicles.  The  Department  will  ad- 
dress this  matter  with  Treasury  and  will  defer  to  that  Department  on  this  rec- 
ommendation. 

Recommendation  7,  "Funding,"  lists  suggested  sources  of  funding  to  implement 
the  committee's  recommendations,  and  gives  the  purposes  for  which  these  funds 
should  be  used.  Although  these  sources  of  funding  are  merely  "possible"  sources,  the 
Department  stresses  that  it  strongly  opposes  the  recommendation  for  "Federally 
mandated  fees"  to  be  collected  and  retained  by  the  States.  Any  funds  needed  to  im- 
plement the  committee's  recommendations  should  come  from  user  fees  and  State 
revenues. 

Recommendation  8,  "Enforcement,"  contains  two  proposals  for  enforcing  the  com- 
mittee's recommendations:  (1)  investigative  authority  and  sanctions  that  parallel 
provisions  in  title  IV  ("Odometer  Requirements")  of  the  Motor  Vehicle  Information 
and  Cost  Savings  Act;  and  (2)  withholding  a  portion  of  a  State's  highway  construc- 
tion funds  for  noncompliance.  The  Department  agrees  with  the  first  recommenda- 
tion but  not  the  second.  Federal  highway  construction  funds  have  no  relationship 
to  automobile  title  fraud,  and  the  Department  strongly  opposes  such  a  sanction. 

Next,  I  would  like  to  turn  to  your  second  question:  "To  what  extent  do  the  provi- 
sions of  H.R.  3713  address  the  concerns  of  your  department?" 

H.R.  3713,  the  "Salvage  Title  Reform  and  Highway  Safety  Act,"  introduced  by  Mr. 
Wheat,  resembles  portions  of  the  Salvage  Committee's  recommendations,  and  the 
Department  commends  Mr.  Wheat  for  his  effort  in  developing  this  bill.  The  Wheat 
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bill  does,  however,  raise  several  concerns.  A  particular  practical  concern  is  the  bill's 
requirement  to  disclose  "major  damage."  The  Secretary  would  be  directed  to  issue 
regulations  defining  "major  damage"  that  is  less  than  "salvage,"  after  consultation 
with  law  enforcement  agencies,  the  States,  industry,  and  consumers. 

In  any  vehicle  sale,  section  5  would  mandate  that  a  seller  give  a  buyer  a  written 
and  notarized  disclosure  of  the  vehicle's  "major  damage"  history.  This  would  be  in 
addition  to  the  seller's  having  to  disclose  whether  the  vehicle  is  a  salvage  vehicle. 
This  damage  history  would  include  the  nature  and  amount  of  damage  sustained  on 
each  occasion,  the  year  the  damage  was  sustained,  and  the  identity  of  the  person 
who  owned  the  vehicle  at  the  time  of  damage.  The  disclosure  for  this  purpose  would 
have  to  be  attached  to,  or  placed  on,  the  vehicle's  title.  Such  requirements  would 
create  severe  administrative  burdens  for  the  buyers  and  sellers  of  these  vehicles  and 
on  the  recordkeeping  systems  of  the  States. 

The  Salvage  Committee  looked  into  the  issue  of  whether  vehicle  sellers  should  be 
required  to  disclose  the  history  of  substantial  damage  to  a  vehicle  not  classified  as 
salvage.  The  committee  noted  in  its  report  (pp.  21-22)  the  difficulty  it  had  in  dealing 
with  this  issue,  suggesting  that  this  is  a  matter  for  further  study. 

The  Department  agrees  with  this  assessment.  Thus,  at  this  time  we  do  not  sup- 
port the  disclosure  of  major  damage.  Much  more  study  is  needed  on  this  issue. 

The  third  question  you  asked  is:  "What  suggestions  does  your  department  have 
regarding  H.R.  3713  and  the  Salvage  Committee's  recommendations  that  would  re- 
solve the  concerns  that  your  department  has  with  the  legislation  or  recommenda- 
tions?" 

As  I  mentioned  earlier,  the  Department  is  still  completing  its  review  of  the  Sal- 
vage Committee's  recommendations.  When  that  review  is  complete,  we  will  be  better 
able  to  provide  you  with  our  views  on  H.R.  3713. 

Finally,  the  fast  question  you  asked  is:  "What  specific  recommendations  would 
your  department  make  to  guarantee  that  consumers  are  aware  of  the  damage  his- 
tory of  a  motor  vehicle  before  it  is  bought?" 

The  committee's  recommendations  on  the  branding  of  titles  to  signify  vehicles  that 
are  "salvage"  go  a  long  way  toward  achieving  this  awareness.  The  damage  history 
of  a  vehicle,  on  the  other  hand,  would  require  a  much  larger  and  more  expensive 
program  to  implement.  Thus,  we  believe  that  alternatives  to  provide  damage  history 
information  must  be  studied  in  more  detail,  and  the  benefits  and  burdens  more  rig- 
orously defined.  A  formal  study  of  the  issue  of  damage  history,  together  with  the 
options  for  making  this  information  available,  is  required  before  the  Department 
could  make  any  recommendations  on  this  matter. 

This  concludes  my  prepared  remarks.  Mr.  Boehly  and  I  will  be  glad  to  answer  any 
questions  you  might  have. 

Mrs.  Collins.  Knowing  the  time  limit  you  have,  I  am  going  to 
ask  you  your  questions  now  and  we  will  get  to  the  other  witnesses 
for  their  testimony  later,  if  you  don't  mind. 

Mr.  Hart.  Thank  you.  I  appreciate  that. 

Mrs.  Collins.  So  we  will  begin  with  Mr.  Hart. 

Mr.  Hart,  in  your  opinion,  to  what  extent  should  State  laws  be 
preempted  by  any  Federal  laws  in  this  area? 

Mr.  Hart.  Let  me  just  give  a  general  overview  and  then  defer 
to  Mr.  Boehly. 

The  general  structure  set  forth  by  the  recommendations  is  not  to 
have  Federal  laws  as  such,  but  to  have  Federal  standards  as  uni- 
form standards  that  the  States  would  decide  to  follow  or  not  to  fol- 
low. And,  of  course,  one  idea  was  if  they  don't  follow  them,  then 
there  would  be  the  Federal  big  stick,  which  is  the  loss  of  highway 
construction  funds  that  we  oppose  as  a  sanction. 

We  would  rather  see  the  Federal  Gk)vemment  involved  in  terms 
of  establishing  standards  and  let  the  States  decide,  based  on  their 
own  unique  circumstances,  what  is  best  for  their  situation. 

I  will  let  Mr.  Boehly  add  to  that,  if  he  wishes. 

Mrs.  Collins.  Well,  do  you  think  that  a  sticker  on  the  body  of 
a  vehicle  is  adequate  notification  to  consumers? 

Mr.  Hart.  Regarding  what? 
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Mrs.  Collins.  Well,  that  the  vehicle  has  been — is  a  salvage  vehi- 
cle, one  that  may  be  unsafe,  that  it  is  not  all  it  is  cracked  up  to 
be  literally? 

Mr.  Hart.  We  want  to  see  some  kind  of  information  on  the  title 
itself  That  is  one  of  the  reasons  we  are  looking  at  the  uniform  ti- 
tling system,  so  we  can  have  national  access  to  the  titles  and  know 
from  any  point  in  the  country  without  ever  seeing  the  vehicle,  what 
the  vehicle's  salvage  history  is.  We  need  that  sort  of  a  system  to 
help  undercut  the  ability  to  wash  the  titles  clean  so  that  the  vehi- 
cles can  move  from  State  to  State  and  have  a  clean  title.  We  would 
rather  not  depend  just  on  notification  on  the  vehicle  itself. 

Mrs.  Collins.  H.R.  3713  would  allow  all  the  remedies  available 
under  the  current  odometer  law,  and  all  those,  and  go  further  by 
allowing  additional  remedies.  The  task  force  recommended  that  the 
remedies  parallel  those  available  under  Title  IV  of  the  odometer 
law  and  that  a  portion  of  highway  funds  be  taken  away.  What  rem- 
edies do  you  think  should  be  available  and  would  you  support  a 
private  right  of  action  for  consumers  to  sue  on  their  own? 

Mr.  Hart.  I  am  not  sure  that  we  have  yet  addressed  the  issue 
of  remedy.  I  don't  think  that  the  Department  has  taken  a  position 
yet.  That  is  something  we  will  give  further  study  and  be  glad  to 
get  back  to  you  on. 

Mrs.  Collins.  There  is  some  concern  that  titling  reform  require- 
ments amount  to  an  unfunded  State  mandate  with  which  the 
States  would  have  to  comply.  How  do  you  envision  the  provisions 
being  paid  for? 

Mr.  Hart.  Since  the  State  requirements  would  be  different,  for 
example,  in  establishing  uniform  titling  requirements,  some  of  the 
States  are  probably  already  very  close  to  some  of  these  rec- 
ommendations by  the  advisory  committee;  some  of  the  States  are 
not  so  close.  Therefore,  what  it  would  cost  each  State  depends  on 
the  circumstances  in  each  State.  We  would  propose  that  the  States 
would  individually  establish  user  fees  according  to  their  needs  to 
fund  the  system,  that  the  funding  would  come  from  the  local 
sources,  primarily  from  user  fees. 

Mrs.  Collins.  The  Salvage  Committee  Task  Force  chose  not  to 
address  the  issue  of  major  damage  because  it  felt  that  the  issue 
was  outside  of  its  mandate.  Could  you  tell  us  what  the  administra- 
tion's position  is  on  the  proposal  to  require  that  motor  vehicles  that 
have  suffered  major  damage  have  a  written  disclosure  explaining 
that  damage  on  their  particular  titles? 

Mr.  Hart.  We  understand  that  some  States  are  already  requiring 
that  and  we  will  be  looking  very  closely  at  the  experience  of  those 
States.  At  this  point,  as  I  indicated  in  my  testimony,  we  feel  that 
the  issue  requires  further  study  in  order  to  look  at  some  of  the  ad- 
ministrative burdens  associated  with  the  appearance  of  that  infor- 
mation on  the  title  and  also  some  of  the  burdens  associated,  as  was 
suggested  in  some  of  the  previous  questions,  associated  with  an  in- 
dividual-to-individual sale. 

Mrs.  Collins.  How  will  the  Department  of  Transportation  pos- 
sibly define  by  rule  a  definition  of  major  damage? 

Mr.  Hart.  I  think  that  is  one  of  the  issues  we  would  need  to 
have  further  study  on.  We  would  be  glad  to  get  back  to  you  on  that 
on  our  position  after  such  a  study  is  completed. 
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Mr.  Hart.  Presently  it  would  appear  that 

Mrs.  Collins.  When  do  you  hope  to  have  some  of  these  studies 
completed? 

Mr.  Hart.  Well,  the  specific  issue  on  the  major  damage,  again 
that  is  something  that  the  task  force  didn't  look  at  because  the 
task  force  assignment  was  to  look  at  theft,  as  opposed  to  consumer 
protection  types  of  issues.  What  we  will  respond  to  is  the  rec- 
ommendations of  the  advisory  committee  as  they  relate  to  theft  is- 
sues. 

On  the  consumer  protection  issues,  we  don't  have  anything  in  the 
pipeline  that  I  know  of  that  is  addressing  any  of  those  issues  at 
this  time. 

Mrs.  Collins.  But  you  intend  to  put  it  in  the  pipeline,  right? 

Mr.  Hart.  We  would  be  glad  to  look  at  those  issues,  yes. 

Mrs.  Collins.  Well,  we  would  certainly  hope  so. 

A  major  difference  between  H.R.  3713  and  the  task  force  rec- 
ommendation, of  course,  is  how  salvage  is  defined.  Now,  how  would 
you  suggest  salvage  be  defined  and  tell  us  why  you  made  such  a 
suggestion. 

Mr.  Hart.  That  one  I  would  like  to  defer  to  Mr.  Boehly. 

Mrs.  Collins.  Mr.  Boehly. 

Mr.  Boehly.  Thank  you.  Madam  Chairwoman. 

As  you  indicated,  the  committee  came  forth  with  a  75  percent 
definition.  Mr.  Wheat's  bill  proposes  a  65  percent  definition. 

This  is  a  very  complex  issue.  It  was  debated  at  length  within  the 
committee  to  try  to  come  up  with  a  proper  mix  between  not  having 
a  value  that  was  so  high  such  that  extensive  damage  could  occur 
before  a  vehicle  would  be  defined  as  salvage  but  yet  not  so  low  that 
the  burdens  and  the  information  to  consumers  would  not  be  that 
helpful. 

Balancing  these  considerations,  the  committee  came  forth  with  a 
75  percent  definition.  It  is  one  we  believe  was  well  reasoned.  It  in- 
cluded input  from  the  repair  industry,  the  salvage  industry,  motor 
vehicle  dealers,  motor  vehicle  manufacturers.  So  many  parties 
came  together  and  came  forth  with  the  75  percent.  So  we  believe 
it  was  an  appropriate  balancing  of  all  considerations. 

Mrs.  Collins.  I  have  a  number  of  other  questions  that  I  would 
like  to  have  for  the  record,  Mr.  Hart,  but  I  know  of  the  time  limita- 
tion that  you  have  and  the  fact  that  we  have  already  run  about  an 
hour  or  something  over  the  time  that  we  promised  you  would  be 
out  of  here.  So  I  thank  you  for  appearing.  I  am  going  to  send  these 
questions  to  you  in  writing  and  ask  that  you  return  them  to  us 
within  a  5-working  day  period. 

Mr.  Hart.  Thank  you  very  much  for  the  subcommittee's  consider- 
ation of  my  time  constraints,  and  we  will  be  glad  to  submit  the  ad- 
ditional answers  for  the  record. 

Mrs.  Collins.  Thank  you. 

Now  we  will  go  back  to  our  other  witnesses.  Mr.  Taterka,  will 
you  give  your  testimony  at  this  time? 
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STATEMENT  OF  STEVEN  TATERKA,  ASSISTANT  ATTORNEY 
GENERAL,  OFFICE  OF  THE  ATTORNEY  GENERAL  OF  TEN- 
NESSEE, ACCOMPANIED  BY  WILLIAM  L.  BRAUCH,  ASSISTANT 
ATTORNEY  GENERAL,  OFFICE  OF  THE  ATTORNEY  GENERAL 
OF  IOWA 

Mr.  Taterka.  Thank  you,  Madam  Chairwoman. 

My  name  is  Stephen  Taterka.  I  am  an  assistant  attorney  general 
with  the  Tennessee  Attorney  General's  office  in  the  Consumer  Pro- 
tection Division.  With  me  is  Bill  Brauch,  my  counterpart  in  the 
Iowa  Attorney  General's  office. 

I  believe  you  indicated  that  all  written  testimony  would  be  made 
a  part  of  the  record  and  we  would  ask  that  ours  be. 

Mrs.  Collins.  Without  objection. 

Mr.  Taterka.  Thank  you. 

We  appreciate  being  invited  here  to  testify  and  share  with  you 
our  experiences  with  respect  to  the  resale  of  salvage  vehicles.  Our 
office  is  investigating  a  number  of  situations  where  salvage  vehi- 
cles have  either  come  into  the  State  from  other  States  with  no  dis- 
closure, or  where  in  fact  they  have  been  retitled  in  Tennessee  with- 
out adequate  disclosure. 

Sometimes  a  rebuilder  will  not  accurately  disclose  the  level  of 
damage  to  a  vehicle  in  submitting  forms  to  the  State  department 
of  safety.  Sometimes  a  rebuilder  will  take  a  salvage  title  from  an- 
other State,  "wash"  it  through  a  State  that  doesn't  brand  title  cer- 
tificates, or  "wash"  it  through  a  State  that  while  it  may  indicate 
its  own  brands,  doesn't  carry  over  brands  from  other  States.  I  think 
everybody  involved  in  this  issue,  the  members  of  the  Salvage  Advi- 
sory Group  and  those  in  support  of  this  bill  today,  generally  recog- 
nize that  something  has  to  be  done  in  the  area  of  dealing  with  the 
problem  of  salvage  vehicles. 

The  National  Association  of  Attorneys  General,  at  its  meeting  in 
March  of  this  year,  adopted  a  resolution  which  would  address  some 
of  these  concerns,  and  that  resolution  is  attached  as  an  exhibit  to 
Mr.  Brauch's  testimony. 

If  I  may,  I  will  just  comment  on  some  of  the  recommendations. 
One  was  the  creation  of  a  uniform  definition  of  salvage  vehicle,  and 
that  would  involve  vehicles  that  have  been  declared  a  total  loss, 
typically  by  an  insurer,  or  where  the  retail  cost  to  fix  the  vehicle 
exceeds  65  percent  of  the  vehicle's  fair  market  value.  That,  of 
course,  is  consistent  with  the  threshold  number  in  the  bill  here 
today. 

Another  recommendation  was  to  require  that  each  transferor  of 
a  motor  vehicle  disclose  to  the  transferee  whether  the  vehicle  is  a 
salvage  vehicle  or  has  suffered  major  damage.  I  will  get  into  the 
major  damage  shortly.  And  a  similar  requirement  would  apply  to 
the  transferee  when  they  in  fact  apply  for  title.  So  consequently, 
the  motor  vehicle  division's  records  would  refiect  that  information. 

It  would  also,  the  resolution  also  recommended  that  the  titling 
system  require  carryover  of  branding  from  other  States.  The  resolu- 
tion also  recommended  civil  remedies  of  actual  damages,  minimum 
statutory  damages  of  $5,000  and  attorneys'  fees  for  aggrieved  con- 
sumers. That  would  essentially  parallel  the  existing  odometer  rem- 
edies, although  the  number  is  increased. 
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It  provides  for  civil  enforcement  by  State  attorneys'  general,  pro- 
vide for  criminal  penalties  and  allow  States  to  enact  laws  providing 
greater  protection  so  long  as  not  inconsistent  with  the  Federal  law. 
In  other  words,  just  a  limited  preemption  necessary  for  certain 
terms  of  art,  such  as  the  definition  of  salvage  vehicle. 

The  problem  now  is  that  there  is  no  uniformity.  Salvage  designa- 
tion in  one  State  may  mean  that  the  vehicle  is  uneconomical  to  re- 
pair. In  another,  it  may  be  damage  expressed  as  a  percentage  of 
the  vehicle's  fair  market  value.  Somewhere  else,  it  may  refer  to 
specific  components  having  been  destroyed.  And  this  uniformity  is 
necessary  and  the  definition  of  salvage  vehicle  in  3713,  I  think,  ad- 
dresses that. 

Some  States,  as  you  may  know,  do  not  have  a  salvage  title.  In 
Tennessee,  we  have  a  comparable  document  called  a  Permit  to  Dis- 
mantle. But  for  reasons  I  won't  go  into  here,  it  is  not  the  perfect 
equivalent  and  there  are  a  few  States  in  fact  that  have  no  salvage 
title  or  equivalent  at  all. 

The  obligation  to  apply  for  a  salvage  title,  I  believe,  should  rest 
typically  with  the  insurer,  since  that  is  going  to  be  the  majority  of 
situations  in  which  certainly  late  model  vehicles  that  are  wrecked, 
normally  there  will  normally  be  an  insurance  company  involved. 

I  don't  believe  that  rebuilders  should  be  permitted  to  determine 
the  necessity  of  the  salvage  title,  because  they  are  the  very  ones 
who  have  the  incentive  to  ensure  that  the  title  remains  clean. 
Where  the  vehicle  sustains  the  defined  criteria  of  damage,  hope- 
fully 65  percent,  but  the  owner  is  self-insured,  such  as  in  the  case 
of  a  rental  vehicle,  we  believe  that  the  owner  should  be  required 
to  claim  that  salvage  title. 

Mrs.  Collins.  Mr.  Taterka,  this  bell  is  correct.  The  5  minutes 
are  up.  Do  you  want  to  finish  your  last  thought? 

Mr.  Taterka.  OK.  Just  one  additional  point. 

I  would  say  that  we  believe  that  consistent  with  the  Salvage  Ad- 
visory Group's  report,  that  there  should  also  be  a  definition  for 
junk  vehicle,  in  other  words,  a  vehicle  that  is  completely 
nonrepairable  under  any  set  of  circumstances. 

[The  prepared  statements  of  Steven  A.  Taterka  and  William  A. 
Brauch  follow:] 
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TESTIMONY  OF ^STEVEN  A.  TATERKA 

TENNESSEE. ASSISTANT  ATTORNEY  GENERAL 

BEFORE  THE  SUBCOMMITTEE  ON 

COMMERCE,  CONSUMER  PROTECTION  AND  COMPETITIVENESS 

ENERGY  AND  COMMERCE  COMMITTEE 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 
MS.  CHAIRWOMAN  AiTO  MEMBERS  OF  THE  SUBCOMMITTEE: 

I  am  Steven  A.  Taterka,  Assistant  Attorney  General  in 
Tennessee's  Consumer  Protection  Division.   My  areas  of 
responsibility  within  the  attorney  general's  office  include 
motor  vehicle  sales  practices.   Thank  you  for  inviting  me  to 
testify  today  to  share  with  you  Tennessee's  experience 
regarding  resale  of  salvaged  motor  vehicles  and  to  express  our 
support  for  H.R.  3713  and  suggest  a  few  enhancements, 

At  the  present  time  our  office  is  investigating  a 
variety  of  instances  where  vehicles  have  been  declared  salvage 
due  to  collision  or  flood  damage.   These  vehicles  have  been 
rebuilt  and  subsequently  resold  with  no  disclosure  of  the 
vehicles'  prior  histories  to  retail  consumers.   In  some 
instances  a  rebuilder  or  dealer  will  "wash"  a  salvage  title 
through  a  state  that  doesn't  brand  titles  with  a  rebuilt 
vehicle  designation  or  through  a  state  that  doesn't  carry  over 
out-of-state  brands.   In  others  a  rebuilder  will  not  accurately 
disclose  to  a  State  motor  vehicle  division  the  extent  of 
repairs  made  to  a  vehicle  thereby  circumventing  a  title 
branding  statute.   Consumers  who  experience  mechanical  problems 

with  their  vehicles  seldom  become  aware  that  such  problems  nay' 
be  due  to  the  vehicle's  salvage  history. 

NAAG  RESOLUTION 

The  National  Association  of  Attorneys  General,  at  its 
March  20-22,  1994,  meeting  in  Washington,  DC,  adopted  a 
resolution  to  address  issues  arising  from  the  sale  of  salvage 
vehicles.^   The  resolution  recites  that  whether  a  vehicle  is 
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rebuilt  or  salvaged  is  material  to  any  subsequent  sale  of  the 
vehicle,  that  not  all  states  require  title  branding  and  that 
the  sale  of  such  vehicles  without  disclosure  costs  the  motor 
vehicle  industry  and  consumers  up  to  $4  billion  annually. 

The  resolution  set  forth  the  Association's  support  foe 
federal  legislation  as  follows: 

Create  a  uniform  definition  of  "salvage  vehicle" 
encompassing  vehicles  declared  a  total  loss  by  insurers  or 
where  the  retail  cost  to  repair  exceeds  65  percent  of  the 
vehicles  pre-accident  fair  market  value; 

Require  each  transferor  of  a  motor  vehicle  to  disclose 
in  writing  to  the  transferee  whether  the  vehicle  is  salvage  or 
has  suffered  major  damage;  a  similar  requirement  would  apply  to 
the  transferee  when  applying  for  title; 

Require  title  certificates  to  disclose  whether  a 
vehicle  is  salvaged  or  has  suffered  major  damage  and  carryover 
of  title  brands  from  other  states;' 

Provide  tor  civil  remedies  of  actual  damages,  minimum' 
statutory  damages  of  $5,000  and  attorneys  fees  for  aggrieved 
consumers; 

Provide  for  civil  enforcement  by  State  attorneys 

general ; 

Provide  for  criminal  penalties;  and 
Allow  states  to  enact  laws  providing  greater 
protections  so  long  as  not  inconsistent  with  the  federal  law. 
These  recommendations  are  contained  in  H.R.  3713  as 
amendments  to  the  federal  Motor  vehicle  Information  and  Cost 
Savings  Act,  commonly  known  as  the  Odometer  Act.   Their 
enactment  would  substantially  address  a  problem  of  national 
scope  which  must  be  dealt  with  by  federal  legislation. 

SALVAGE  TITLES 

There  is  a  clear  need  for  uniformity  in  the  issuance 
of  salvage  titles.   At  present,  the  designation  of  salvage 
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connotes  different  things  depending  upon  where  the  title  was 
issued.   In  some  states  a  salvage  designation  means  it  is 
uneconomical  to  repair  the  vehicle  while  in  others  it  means  the 
vehicle  has  sustained  a  certain  amount  of  damage  expressed  as  a 
percentage  of  the  vehicle's  fair  market  value.   Elsewhere  it 
means  the  vehicle  has  had  specific  components  destroyed  while 
in  others  it  means  the  vehicle  has  been  stolen  and  recovered. 
In  several  states  a  document  is  issued  which  is  equivalent  to  a 
salvage  title  but  is  denominated  differently.   Finally, " several 
states  do  not  issue  any  type  of  salvage  title.   This  current 
patchwork  of  state  laws  makes  it  difficult,  if  not  .impossible, 
for  purchasers  to  evaluate  a  vehicle's  prior  history. 

Accordingly,  there  must  first  be  a  requirement  that  a 
salvage  title  be  issued  for  any  vehicle  which  meets  a  defined 
criteria  of  substantial  damage.   Second,  the  obligation  to 
apply  for  and  obtain  a  salvage  title  must  rest  with  the  insurer 
who  acquires  a  vehicle  as  a  result  of  having  paid  its  insured 
due  to  a  collision  or  flood  loss.   Rebuilders  should  not  be 
allowed  to  determine  the  necessity  of  a  salvage  title  since 
they  have  a  financial  incentive  to  avoid  a  subsequent  title 
brand  reflecting  that  the  vehicle  has  been  rebuilt.   Where  a 
vehicle  sustains  the  defined  criteria  of  damage  but  the  owner 
is  self-insured,  e.g.,  the  vehicle  is  owned  by  a  rental 
company,  the  obligation  to  apply  for  and  obtain  the  salvage 
title  must  rest  with  such  owner.   Finally,  the  threshold  of 
damage  at  which  a  salvage  title  is  required  must  not  be  so  high 
that  many  vehicles  sustaining  substantial  damage  will  escape  a 
salvage  designation  yet  not  be  so  low  as  to  render  that 
designation  meaningless. 

The  definition  of  "salvage  vehicle"  contained  in  H.R. 
3713  strikes  a  reasonable  balance  by  denominating  a  vehicle  as 
salvage  where  an  insurance  company  determines  that  it  is 
economically  impractical  to  repair  the  vehicle  or  where  the 
estimated  or  actual  repair  cost-  exceeds  65  percent  of  the  fair  ' 
market  value.   This  is  consistent  with  the  position  adopted  by 
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Che  National  Association  of  Attorneys  General  in  its  resolution 
addressing  this  issue, 

In  defining  salvage  vehicles  it  is  appropriate  to 
distinguish  between  collision  salvage  and  flood  salvage,  at 
least  for  title  branding  purposes  (discussed  below) .   Indeed,  a 
competent  automobile  expert  can  usually  ascertain  whether  a 
vehicle  has  previously  suffered  collision  damage  but  flood 
damage  is  often  difficult  to  detect.   The  Salvage  Advisory 
Committee  report^  recommends  defining  a  flood  vehicle  as  any 
vehicle  that  has  been  submerged  to  the  point  that  rising  water 
has  reached  over  the  door  sill  or  has  entered  the  passenger  or 
trunl;  compartment.   Flood  damage  is  especially  insidious 
because  its  effects  may  not  be  apparent  except  over  an  extended 
period  of  time  as  parts  fail  prematurely. 

JUNK  TITLES 

A  vehicle  that  has  been  damaged  to  an  extent  that  it 
cannot  be  restored  for  safe  use  on  the  roads  should  be 
designated  in  a  manner  that  will  ensure  that  it  cannot  again  be 
registered.   Several  states  address  this  issue  by  providing  for 
the  issuance  of  a  junlc  title  certificate.   Several  others 
provide  for  the  issuance  of  a  similar  title,  e.g.,  a  title 
certificate  denominated  "for  parts  only"  or  "salvage  — 
unrebuildable" .   Vet  otner  states  have  no  provision  for 
issuance  of  a  document  for  vehicles  which  fit  this  category. 

A  junk  title  certificate  should  be  required  for  any 
vehicle  -vhich  cannot  be  safely  restored.   H.R.  3713  does  not 
define  a  junX  vehicle  but  Section  5  relating  to  disclosures 
does  include  a  requirement  that  states  carryover  title  brands 
from  other  states,  including  a  'junk'  brand.   As  with  salvage 
vehicles,  the  defining  criteria  should  be  expressed  in  terms  of 
repair  cost  as  a  percentage  of  the  vehicle's  value.   Florida 
currently  denominates  a  vehicle  as  unrebuildable  based  on 
damage  exceeding  80  percent  of  the  vehicle's  fair  market  value; 
this  figure  appears  reasonable. 
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DUPLICATE  TITLES 

The  Salvage  Advisory  Committee  report  observes  that 
duplicate  titles  are  often  the  basis  for  motor  vehicle  and 
title-related  crimes.   In  one  instance  investigated  by  the 
Tennessee  Attorney  General's  office,  it  was  determined  that  an 
out-of-state  dealer  applied  for  a  duplicate  title  for  the  sole 
purpose  of  "washing"  the  former  title  number  and  state  of 
issuance  of  the  prior  salvage  title;  the  duplicate  title, 
therefore,  listed  only  the  current  and  former  Arkansas  title 
number  with  no  reference  to  the  salvage  title. 

Consistent  with  the  Salvage  Advisory  Committee  report, 
duplicate  titles  issued  over  the  counter  should  only  be  issued 
to  the  vehicle  owner- upon  proof  of  ownership.   Duplicate  titles 
should  be  issued  upon  the' sworn  statement  of  the  owner  and 
should  be  conspicuously  marked  "DUPLICATE"  across  the  front. 
In  addition,  criminal  penalties  should  be  imposed  for  the 
filing  of  false  duplicate  applications. 

SUPPLEMENTAL  REASSIGNMENT  FORMS 

Title  certificates  typically  contain  one  block  for  an 
assignment  of  title  and  3  or  4  reassignment  blocks  which  may  be 
used  by  dealers.   Some  states  allow  the  use  of  supplemental 
reassignment  forms  which  contain  additional  reassignment 
blocks;  in  those  states  the  reassignment  form  is  submitted  with 
the  title  ce-rtificate  when  a  new  title  is  applied  for  by  the 
ultimate  purchaser.   Other  states  preclude  the  use  of 
suoplemental  reassignment  forms  instead  requiring  the  last 
named  transferee  to  apply  for  a  title  in  the  transferee's  name. 

The  use  of  supplemental  reassignment  forms  should  be 
prohibited  since  an  extended  list  of  reassignments  makes  it 
more  difficult  for  injured  purchasers  and  law  enforcement 
personnel  to  track  the  chain  of  ownership.   Requiring  the  last 
transferee  on  each  title  certificate  to  apply  for  a  new  title 
certificate  would  provide  the  state  motor  vehicle  division  with 
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clear  information  identifying  such  transferee  along  with 
odometer,  salvage/rebuilt  and  major  damage  vehicle  information. 

7ITL=:  BRANDING 

The  laclc  of  uniformity  among  states  in  designating 
vehicles  as  salvage  also  extends  to  vehicles  which  have  been 
returned  to  road  use.   A  variety  of  terms  are  used  to  describe 
such  vehicles  including  "Rebuilt",  "Reconstructed",  "Restored 
Salvage",  "Rebuilt/Restored",  "Reconstructed  Salvage"  and 
"Previous  Off  Highway" •   This  creates  confusion  because  these 
terms  do  not  necessarily  mean  the  same  thing.   Difficulties 
further  arise  when  a  transferee  submits  a  title  certificate  to 
a  new  state  which  must  determine  whether  it  uses  a  comparable 
brand  when  issuing  its  own  title.   Under  current  practice, 
states  may  carryover  an  identical  term,  a  compatible  term  or  no 
tern  at  all. 

H.R.  3713  addresses  the  issue  by  requiring  carryover 
of  existing  title  brands.   This  is,  of  course,  a  major  step 
forward.   This  requirement  could  be  enhanced  by  requiring 
uniform  title  brands  along  with  carryover  to  the  transferee's 
new  state.   Such  a  requirement  comports  with  the  Salvage 
Advisory  Committee's  report  which  recommends  the  implementation 
of  a  Rebuilt  Salvage  Title. 

MAJOR  DAMAGE  DISCLOSURE 

While  salvage  or  flood  status  reflects  the  most 
egregious  types  of  damage,  vehicles  may  otherwise  incur 
substantial  damage  which  do  not  meet  the  defined  salvage  or 
flood  criteria.   Such  venicles  nave  a  lower  marlcet  value  and 
mav  exhibit  additional  mechanical  problems  because  of  the 
damage.   H.R.  3713  well  addresses  the  issue  by  requ.iring  the 
promulgation  of  a  rule  defining  "major  damage"  and  further  by 
rec-airinq  that  such  major  damage  be  disclosed  upon  transfer  of 
title  or.  in  the  case  of  a  leased  vehicle,  by  a  lessee  to  the 
lessor  orior  to  transfer  it  title. 
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POINT-OF-SALE  DISCLOSURE 

While  title  branding  is  particularly  useful  as  a  law 
enforcement  tool  and  also  assists  aggrieved  consumers  in  tracing 
vehicle  title  histories,  it  does  not  address  misrepresentations 
or  omissions  of  material  fact  which  may  occur  at  the  time  of 
sale.   Under  Section  5  of  K.R.  3713,  transferors  would  be 
required  to  provide  a  written  point-of-sale  disclosure  setting 
forth  whether  the  vehicle  is  a  salvage  vehicle,  whether  the 
vehicle  sustained  major  damage  (as  defined  by  rule  promulgated 
by  the  Secretary)  and  the  specifics  of  any  such  major  damage, 
Such  point-of-sale  disclosure  should  not  only  require  disclosure 
of  salvage  status  but  rebuilt  status  as  the  case  may  be. 

Section  5  also  requires  dealers  or  distributors  who 
sell  vehicles  to  retail  purchasers  to  show  an  original  or  copy 
of  the  title  and  any  applicable  disclosure  document  prior  to 
sale;  it  further  requires  dealers  or  distributors  to  provide 
such  title  and  disclosure  document  at  the  time  of  sale.   While 
uhe  disclosure  document  is  a  new  idea,  several  states  already 
req'Jire  that  title  be  conveyed  upon  sale  or  delivery  of  the 
vehicle.   This  is  beneficial  to  retail  purchasers  since 
branding  information,  including  an  odometer  brand,  will  appear 
on  the  title. 

INSPECTION 

The  current  patchwork  of  state  laws  regarding 
inspection  of  vehicles  that  have  been  salvaged  and  rebuilt 
includes  states  with  no  inspection  requirement  and  states  with 
inspections  designed  to  ensure  that  stolen  parts  have  not  been 
used  in  the  rebuilding  process.   Under  H.R.  3713,  the  Secretary 
would  be  required  to  promulgate  regulations  requiring 
inspections  which  would  address  not  only  stolen  parts  concerns 
but  also  ensure  that  rebuilt  vehicles  are  safe  for  road  use. 
Because  of  the  potentially  deadly  consequences  of  driving  or 
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riding  in  unsafe  rebuilt  vehicles,  especially  when  involved  in 
accidents,  such  rules  are  long  overdue. 

PREEMPTION 

The  federal  Motor  Vehicle  Information  and  Cost  Savings 
Act  currently  provides  that  it  does  not  annul,  alter,  or  affect 
the  laws  of  any  State  relating  to  odometer  fraud  except  to  the 
extent  of  any  inconsistency.   Extending  this  approach  to  the 
area  of  salvage  vehicle  regulation:,  as  provided  for  by  H.R. 
3713,  IS  desirable  since  it  would  permit  s-ates  zo   enact 
specific  legislation  addressed  to  local  circumstances  so  long 
as  such  legislation  did  not  conflict  with  the  federal  statutory 
scheme.   This  approach  has  not  been  problematic  with  respect  to 
odometer  regulation  and  would  likely  not  be  so  with  salvage 
regulation. 

CONCLUSION 

The  problem  of  salvage  vehicle  disclosure  is  national 
in  scope  and  thus  requires  a  federal  solution.   H.R.  3713  is  a 
well  thought  response  to  the  problem.   The  bill's  approach  of 
addressing  title  branding  and  point-of-^sale  disclosure  is  both 
comprehensive  and  vorlcable.   Additionally,  melding  salvage 
vehicle  branding  and  disclosure  requirements  with  the  existing 
Motor  Vehicle  Information  and  Cost  Savings  Act  is  logical  since 
the  motor  vehicle  industry  and  consumers  are  already  familiar 
with  the  procedures  for  odometer  disclosure.   Lilcewise,  State 
motor  vehicle  administrators  will  be  able  to  integrate  the  new 
salvage  branding  and  disclosure  requirements  within  the 
existing  odometer  framework.   Accordingly,  H.R.  3713  and  the 
enhancements  mentioned  above  should  be  enacted. 


1  Resolution  on  Mandatory  Disclosure  of  Salvage  History  and 
Major  Damage  to  Motor  Vehicles  adopted  by  the  National 
Association  of  Attorneys  General  at  its  March  22-24,  1994 
meeting. 

2  Final  Report  of  the  Motor  vehicle  Titling,  Registration,  and 
Salvage  Advisory  Committee,  Washington,  DC,  February  10,  1994, 
issued  Dursuant  to  the  Anti  Car  Theft  Act  of  1992  (Public  Law 
102-519) . 
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Testimony  of  William  L.  Brauch 

Assistant  Attorney  General, 
Iowa  Department  of  Justice 

Before  the  House  Subcommittee  on  Commerce, 
Consumer  Protection  and  Competitiveness 

House  Energy  and  Commerce  Committee 

September  21,  1994 

I .   Introduction 

CHAIRWOMAN  COLLINS  AND  MEMBERS  OF  THE  SUBCOMMITTEE: 
My  name  is  William  Brauch.   I  am  an  Assistant  Attorney 
General  in  the  Consumer  Protection  Division  of  the  Iowa 
Department  of  Justice  and  have  been  in  that  position  since  July 
1987.   During  my  seven  years  in  that  position,  I  have  been  the 
state  attorney  primarily  responsible  for  enforcing  Iowa's  motor 
vehicle  fraud  laws.   On  behalf  of  Attorney  General  Bonnie 
Campbell,  I  would  like  to  thank  you  for  this  opportunity  to  state 
our  views  concerning  H.R.  3713  and  to  offer  our  full  support  of 
the  bill. 

There  is  a  tremendous  need  at  this  time  to  enact  federal 
legislation  to  address  consumer  fraud  concerning  the  sale  of 
vehicles  which  have  incurred  prior  damage  or  were  on  salvage 
title.   The  National  Association  of  Attorneys  General  ("NAAG") 
has  recognized  this  need  in  its  recently-adopted  resolution,  a 
copy  of  which  is  attached  to  this  testimony  as  Exhibit  1. 

A  few  states,  including  Iowa,  have  enacted  statutes  to 
address  the  problem.   However,  because  the  used  vehicle  market  is 
now  nationwide,  and  because  the  laws  of  the  states  differ  in  this 
area,  comprehensive  federal  legislation  is  necessary. 

In  our  view,  H.R.  3713  offers  the  best  hope  to  consumers  who 
have  literally  been  shocked  to  learn  the  car  or  truck  they 
purchased  was  once  wrecked. 
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II.   Fraud  in  the  Sale  of  Salvage/ Deimaged  Vehicles  has  Replaced 
Odometer  Fraud  As  "Public  Enemy  No.  1"  For  Used  Car  Buyers 

In  1987,  when  I  began  my  career  enforcing  consumer 
protection  laws,  odometer  fraud  was  entering  its  final  stages  as 
the  greatest  scourge  of  used  car  buyers.   However,  because  of 
increased  enforcement  by  state  and  federal  authorities,  and  by 
private  parties,  tremendous  strides  have  been  made  in  the  fight 
against  odometer  fraud.   For  example,  in  1984,  our  office  opened 
1,345  written  complaint  files  concerning  odometer  fraud  and  did 
not  even  count  salvage  and  damage  disclosure  complaints  in  a 
separate  category,  because  we  received  so  few.   However,  since 
1992,  complaints  to  our  office  about  sales  of  salvage  and  damaged 
vehicles  have  outnumbered  odometer  complaints  four  to  one.   Thus, 
while  odometer  fraud  has  not  been  completely  eliminated,  it  is  no 
longer  the  major  threat  to  used  car  buyers. 

Undisclosed  prior  damage  now  is  the  problem.   Scam  artists 
have  discovered  they  can  steal  far  more  money  —  and  have  much 
less  chance  of  being  caught  —  if  they  pay  little  to  buy  vehicles 
which  had  been  significantly  damaged  and  resell  them  to  the 
unwary  public  at  exorbitant  prices.   And  scam  artists  do  make 
thousands  of  dollars  on  nearly  every  vehicle  they  sell  this  way. 


A.   How  the  scan  works 

Every  day,  hundreds  of  vehicles  are  damaged  in  accidents 
across  the  United  States.  Significantly  damaged  vehicles  are 
most  often  purchased  by  the  owner's  car  insurance  company  and 
resold  at  auction,  still  unrepaired.  Those  who  purchase  such 
vehicles  may  repair  them  and  sell  them  to  unwary  buyers  or  may 
sell  them  at  a  low  price  to  a  third  party,  who  will  then  turn 
around  and  sell  the  vehicle  to  an  unwary  buyer. 

Most  states  require  vehicles  be  titled  as  salvage  after  they 
are  obtained  by  insurance  companies,  dealers  or  salvage 
recyclers.   But,  few  states  have  enacted  laws  specifically 
reqpjiring  disclosures  of  prior  salvage  history  upon  resale. 
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Every  year,  consumers  lose  millions  of  dollars  to 
salvage/damage  fraud,  and  they  may  unknowingly  be  placing  their 
families  in  danger.   In  our  experience,  it  appears  that  vehicles 
which  had  once  been  on  salvage  title  or  which  had  otherwise 
incurred  significant  damage  lose  up  to  50%  of  their  market  value 
because  of  the  prior  damage.   Consumers  who  are  aware  of  the 
damage  or  prior  salvage  history  naturally  are  unwilling  to  pay  as 
much  for  the  vehicle  as  they  would  for  an  undamaged  vehicle  of 
the  same  year,  make  and  model.   Consumers  do  not  trust  the 
physical  integrity  of  former  damaged  or  salvage  vehicles  and  do 
not  believe  they  will  operate  for  as"  long  a  time  as  would  an 
undamaged  vehicle. 

In  fact,  such  cars  and  trucks  may  be  "ticking  time  bombs."  ■ 
The  front  half  of  a  car  that  was  in  a  wreck  may  be  welded  to  the 
back  half  of  another  wrecked  car  and  sold  to  a  consumer  without 
notice  of  the  prior  damage.   It  may  sound  astounding,  but  with 
current  technology,  it  is  extremely  difficult  for  a  consumer  or 
the  consumer's  auto  technician  to  notice  a  good  weld-job,  unless 
the  seller  has  notified  the  consumer  of  the  damage.   Also,  a  car 
that  has  incurred  flood  damage  may  be  sold  with  no  visible  sign 
of  the  damage.   It  is  only  months  later  that  the  latent  problems 
become  known  when,  for  example,  the  electrical  system  of  the 
vehicle  shuts  down,  possibly  while  the  driver  is  heading  down  the 
road,  presenting  potential  safety  problems. 

B.   Consumer  Notice  is  Essential 

Consumers  who  are  provided  notice  of  the  prior  damage  by  the 
seller  can  take  the  vehicle  to  be  inspected  before  purchase.   An 
expert  technician,  being  aware  of  the  prior  damage,  can  advise 
the  consumer  whether  the  damage  has  been  properly  repaired  and 
whether  the  vehicle  may  be  a  safety  hazard  or  might  reguire 
additional  repairs.   The  consumer  can  then  take  this  information 
into  consideration  in  determining  whether  to  purchase  the  vehicle 
and  how  much  to  offer  for  it.   Thus,  enactment  of  a  national 
disclosure  law  will  permit  consumers  to  have  the  information  they 
need  to  make  informed  choices  in  the  marketplace. 
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In  addition,  dealers  and  others  who  sell  prior  salvage  or 
damaged  cars  without  disclosure  distort  the  market  for  used  cars 
by  engaging  in  unfair  competition  with  sellers  who  provide 
disclosures  to  their  buyers.   It  is  extremely  difficult  for 
legitimate  businesses  who  disclose  prior  damage  as  a  practice  to 
compete  with  scam  artists  who  intentionally  conceal  prior  damage. 

III.   State  Disclosure  and  Title-Branding  Recjuirements  Help,  but 
Are  Too  Diffuse  to  Sufficiently  Address  A  Problem  That  is 
National  in  Scope 

A.   State  Approaches 

In  recent  years,  several  states  have  attempted  to  address 
this  major  consumer  fraud  problem  by  enacting  disclosure  and 
title-branding  laws.   Iowa  enacted  legislation  in  1992  to  require 
titles  for  most  former  salvage  vehicles  to  carry  a  brand 
indicating  the  vehicle  is  a  "prior  salvage"  and  to  recjuire 
sellers  of  other  vehicles  to  provide  written  disclosures  of  prior 
damage  exceeding  $3,000  in  individual  incidents.   These 
disclosures  must  be  made  at  or  before  the  time  of  sale  and  must 
be  made  on  the  seller's  title  or  on  a  separate  document  if  the 
title  is  not  present  at  the  time  of  sale.   A  copy  of  our  1992 
legislation  is  attached  as  Exhibit  2.   The  dollar  amount  of 
damage  is  based  on  the  retail  cost  of  repairs,  including  labor, 
parts  and  supplies,  or  on  an  estimate  of  the  total  retail  cost  of 
repairs,  if  the  vehicle  is  not  repaired  before  sale. 

Relying  on  its  discretion  under  the  statute,  our  State 
Department  of  Transportation  also  requires  car  sellers  to 
disclose  prior  salvage  history  at  or  before  the  time  of  sale. 
The  damage  and  salvage  disclosure  statement  has  been  incorporated 
in  the  odometer  disclosure  statement  section  on  the  back  of  Iowa 
titles.   Under  our  law,  the  cumulative  damage  reported  by  prior 
owners  is  noted  on  the  front  of  the  title.   Violations  of  Iowa's 
damage  disclosure  law  are  criminal  and  also  violate  our  general 
civil  consumer  fraud  statute. 

North  Dakota  and  South  Dakota  have  also  enacted  damage 
disclosure  laws.   Damage  over  $2,000  must  be  disclosed  in  South 
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Dakota  and  damage  over  $3,000  must  be  disclosed  in  North  Dakota. 

Some  states  that  have  not  enacted  disclosure  laws  have 
enacted  laws  requiring  title-brands  primarily  focusing  on  prior 
damage  or  salvage  history. 

B.   State  Disclosure  Requirements  Cannot  Reach 
Interstate  Scans 

Based  on  our  experience  in  Iowa,  when  enacted  in  tandem, 

title-branding  and  damage  disclosure  requirements  work. 

Disclosures  at  or  before  the  time  of  sale  provide  consumers  the 

chance  to  decline  to  purchase  a  vehicle  or  to  offer  less  than 

average  market  value  for  it  when  learning  of  the  prior  damage  or 

salvage  history.   Implementation  of  the  law  has  also  raised 

consumer  awareness.   Consumers  now  know  that  some  sellers  fail  to 

disclose  prior  damage  or  salvage  history  and  are  taking  action  to 

recover  their  losses  when  they  learn  they  received  a  false 

statement.   Our  office  has  been  successful  in  relying  on  the  law 

in  recovering  significant  sums  for  consumers.   In  addition,  we 

recently  filed  a  lawsuit  against  a  used  car  dealer,  alleging  the 

dealer  violated  the  damage  disclosure  law. 

However,  because  the  used  car  market  is  now  nationwide, 
state  disclosure  statutes  cannot  alone  turn  the  tide  against 
salvage  and  damage  fraud.   Scam  artists  have  learned  how  to     ■ 
manipulate  the  mish-mash  of  state  laws  to  end-run  enforcement 
authorities  and  consumers.   For  example,  a  car  dealer  located  in 
a  state  that  doesn't  recognize  out-of-state  "flood"  titles  and 
doesn't  have  a  disclosure  requirement  may  purchase  a  vehicle  on 
another  state's  "flood"  title  at  an  out-of-state  auction.   The 
dealer  may  then  transfer  the  vehicle  to  a  title  in  their  state 
and,  in  the  process,  "wash"  the  "flood"  information  from  the 
title.   The  dealer  might  then  sell  the  vehicle  without  disclosure 
to  an  unwary  buyer.   While  the  failure  to  disclose  the  prior 
flood  damage  might  violate  the  state's  unfair  and  deceptive  acts 
and  practices  statute  (which  almost  every  state  has  and  which  is 
generally  enforced  by  the  state  attorney  general) ,  without  a 
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specific  state  disclosure  requirement,  the  scam  will  likely  go 
undetected. 

In  addition,  because  disclosure  requirements  vary  by  state, 
a  transaction  requiring  a  disclosure  in  one  state  may  not  face  a 
disclosure  requirement  in  a  border  state.   Thus,  scam  artists 
constantly  attempt  to  title  vehicles  in  states  without  title- 
branding  and  sell  the  vehicles  in  states  without  disclosure 
requirements.  - 

This  situation  has  resulted  in  consumers  losing  thousands  of 
dollars.   For  example,  our  office  received  a  complaint  in  1993 
from  a  Des  Moines,  Iowa  resident  who  purchased  a  1989  Jeep 
Wagoneer  in  1991  for  $6,350  from  a  central  Iowa  used  car  dealer. 
He  said  he  was  told  when  he  purchased  the  vehicle  that  it  was  on 
clear  title  and  that  it  had  "light  water  damage."   Several  months 
after  purchase  he  was  told  by  a  repair  shop  that  the  Jeep  had 
been  totally  submerged  in  water  and  that  it  would  cost  over 
$3,700  to  repair  the  vehicle. 

He  then  complained  to  the  dealer  and  received  another 
vehicle  in  exchange  for  the  water-damaged  Jeep.   He  said  he  asked 
the  dealer  for  a  replacement  car  that  did  not  have  prior  damage 
of  any  kind,  including  water  damage.   He  said  he  noticed  a 
newspaper  advertisement  of  the  dealership  offering  a  1990  Mercury 
Cougar,  stating  the  vehicle  had  a  "good  title"  and  "no  damage." 
He  bought  the  Mercury  in  exchange  for  the  Jeep  and  $500. 

After  purchasing  the  Mercury,  he  took  it  to  a  repair  shop 
for  a  minor  repair  and  was  told  the  Mercury  had  been  totally 
submerged  in  water  and  that  it  would  cost  from  $1,000  to  $2,000 
to  completely  repair  the  car.   He  said  he  then  checked  the  title 
history  of  the  Mercury  and  learned  it  had  been  titled  as  a  flood 
vehicle  by  the  State  of  New  Jersey.   Then  he  filed  his  consumer 
complaint  with  our  office.   He  has  informed  us  he  would  not  have 
purchased  either  vehicle  had  he  known  of  the  extent  of  the  water 
damage.   Based  on  the  complaints  we  have  received  from  hundreds 
of  other  consumers,  this  complaint  is  not  an  isolated  incident. 
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rV.   H.R.  3713  Will  Cut  the  Wheels  Out  from  Under  Salvage/ Damage 
Scam  Axtists 

A.   H.R.  3713  Provides  Essential  Uniformity 

Enactment  of  a  federal  law  such  as  H.R.  3713  will  do  much  to 
address  the  problem  by  creating  uniformity  among  the  states 
through  a  common  definition  of  "salvage  vehicle"  and  by  requiring 
pre-sale  disclosures  of  prior  damage  and  salvage  history.   No 
longer  will  scam  artists  be  able  to  victimize  consumers  by 
crossing  state  borders  to  title  and  sell  cars  in  states  with 
little  or  no  regulation. 

In  addition,  H.R.  3713  adopts  the  successful  approach  that 
has  been  applied  to  reduce  odometer  fraud  across  the  United 
States.   Dealers  and  consumers  are  familiar  with  the  requirements 
of  the  federal  odometer  law.   Thus,  because  this  bill  extends  the 
familiar  requirements  of  the  federal  odometer  law  to  prior  damage 
and  salvage,  dealers  and  consumers  will  have  little  trouble 
understanding  the  law  and  will  not  incur  substantial  costs  in 
complying  with  it. 

In  fact,  enactment  of  the  law  will  save  individual  buyers 
and  dealers  millions  of  dollars  in  losses  they  would  otherwise 
incur  when  unknowingly  buying  such  vehicles.   The  bill  also  is 
beneficial  in  that  it  further  strengthens  the  odometer  law  by 
increasing  the  minimum  consumer  recovery  from  $1,500  to  $5,000, 
reflecting  the  increased  average  sale  price  of  motor  vehicles 
since  1972. 

B.   H.R.  3713  Provides  a  Strong  Deterrent 

Enactment  of  H.R.  3713  will  provide  a  strong  deterrent  to 
fraud  in  the  sale  of  prior  salvage/damaged  vehicles  in  that  a 
"paper  trail"  will  be  created  on  which  enforcement  officials  can 
rely  in  tracking  vehicle  histories.   The  existence  of  odometer 
statements  and  title  documents  including  odometer  readings  has 
provided  an  essential  tool  to  enforcement  officials  in  fighting  ■ 
odometer  fraud.   Public  investigators  have  become  expert  in 
reviewing  the  documents,  especially  for  any  tampering  done  to 
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information  recorded  on  the  document.   These  documents  have 
provided  the  evidence  that  put  many  odometer  spinners  behind  bars 
or  led  to  large  civil  judgments  on  behalf  of  consumers. 

H.R.  3713  rightly  extends  this  opportunity  to  salvage/damage 
fraud  by  providing  a  paper  trail  public  investigators  can  examine 
in  determining  whether  accurate  disclosures  have  been  made. 
Without  such  paper  trails,  enforcement  officials  will  be  forced 
to  continue  to  rely  primarily  on  allegations  of  oral  statements 
or  omissions  of  the  seller,  which  are  extremely  difficult  to 
prove , 

C.   Suggested  Alternatives  to  H.R.  3713  Do  Not  Provide 
Sufficient  Protection 

The  reguirements  of  H.R.  3713  are  preferable  to  those  of 

other  suggested  approaches.   For  example,  an  approach  suggested 

by  the  task  force  convened  pursuant  to  the  federal  Anti-Car  Theft 

Act,  and  embodied  in  another  bill,  H.R.  1048,  would  leave  too 

many  loopholes.   That  approach  doesn't  require  written 

disclosures  at  or  before  the  time  of  sale,  includes  a  too 

restrictive  definition  of  the  degree  of  damage  necessary  to 

qualify  a  vehicle  for  a  salvage  title,  and  doesn't  at  all  address 

vehicles  which  have  been  damaged  but  which  do  not  qualify  as 

"salvage"  or  "unrepairable"  vehicles. 

The  task  force  report,  and  H.R.  1048,  focus  almost 
exclusively  on  titling  requirements  for  prior  salvage  or  damaged- 
vehicles.   While  this  approach  will  help  some  consumers,  it  does 
not  come  close  to  addressing  the  real  need  in  the  marketplace. 
Consumers  must  be  given  written  disclosures  of  prior  damage  or 
salvage  history. 

Because  many  states  do  not  require  titles  to  be  present  at 
or  before  the  time  of  sale,  title-branding  requirements,  standing 
alone,  will  do  nothing  to  prevent  fraud  against  a  consumer  who 
will  not  see  the  title  for  possibly  several  years  after  the  date 
of  purchase. 

In  states  such  as  Iowa,  the  title  is  held  by  the  financial 
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institution  that  provided  the  consumer  loan.   The  lienholder  has 
possession  of  the  title  until  the  loan  is  repaid.   Iowa  consumers 
who  purchase  with  a  loan  will  not  see  their  car  titles  and,  thus, 
will  not  receive  any  disclosures  under  the  plan  suggested  by  the 
task  force  until  possibly  well  after  the  damage  is  done.   In 
addition,  although  the  task  force  plan  calls  for  affixing  door 
jamb  stickers  on  vehicles  indicating  prior  salvage,  scam  artists 
can  simply  remove  the  stickers  before  offering  the  vehicles  for 
sale. 

In  our  view,  it  is  much  better  to  follow  the  approach  of 
H.R.  3713  and  prevent  consumer  fraud  before  it  occurs  by 
requiring  a  disclosure  at  or  before  the  time  of  sale.   Although 
this  approach  will  not  immediately  catch  scam  artists  who  issue 
false  statements,  such  false  statements  will  provide  important 
evidence  that  will  later  haunt  the  seller. 

In  addition,  the  definition  of  "salvage  vehicle"  included  in 
H.R.  104  8  and  the  task  force  report  is  too  restrictive.   Under 
that  definition,  a  vehicle  must  be  titled  as  salvage  if  it  has 
been  purchased  by  an  insurance  company  as  a  result  of  a  damage 
settlement  with  the  owner,  if  the  owner  requests  a  salvage  title, 
or  if  the  vehicle  has  sustained  damage  such  that  repair  costs 
will  exceed  7  5%  of  the  vehicle's  market  value  before  it  became 
damaged.   The  75%  standard  is  too  restrictive.   In  Iowa,  we  use  a 
50%  standard.   If  enacted,  H.R.  1048  will  preempt  states  from 
using  a  standard  other  than  the  75%  standard  included  in  the 
bill.   Thus,  many  more  vehicles  are  likely  to  be  placed  on 
salvage  title  in  Iowa  under  current  Iowa  law,  than  if 
H.R.  1048  is  enacted. 

Damage  to  the  extent  of  50%  of  the  market  value  of  a  vehicle 
is  substantial  damage.   The  owner  should  have  to  obtain  a  salvage 
title  for  the  vehicle.   H.R.  3713  uses  a  65%  standard.   We  urge 
Congress  to  adopt  the  lowest  reasonable  standard  so  that  more 
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vehicles  are  required  to  be  titled  as  salvage.   This  will  protect 
consumers  by  emphasizing  the  substantial  damage  that  was  done  to 
the  vehicle. 

Another  pending  bill,  S.  431,  also  helps  protect  consumers, 
but  doesn't  provide  the  essential  protection  available  under 
H.R.  3713.   Like  H.R.  1048,  S.  431  focuses  primarily  on  title- 
branding,  but  does  not  provide  the  essential  pre-sale  written 
disclosures  mandated  by  H.R.  3713. 

V.  The  NAAG  Resolution 

The  attached  NAAG  Resolution  supports  federal  legislation 
similar  to  H.R.  3713.   In  adopting  the  Resolution,  the  attorneys 
general  recognized  the  nationwide  scope  of  salvage/damage  fraud 
and  were  responding  to  the  thousands  of  consumers  who  have 
contacted  their  offices  in  the  past  several  years  with  complaints 
about  purchases  of  such  vehicles.   The  Iowa  Attorney  General 
strongly  supports  the  NAAG  Resolution. 

VI.  Conclusion 

Passage  of  H.R.  3713  will  provide  consumers  the  information 
they  need  to  adequately  evaluate  a  vehicle's  safety  and  value 
before  they  purchase  it.   H.R.  3713  is  the  only  bill  that  uses 
the  double-barrel  approach  of  title-branding  and  written 
disclosures.   This  approach  is  necessary  in  order  to  strike  a 
decisive  blow  against  scam  artists  who  conceal  this  vital 
information  from  consumers.   While  state  laws  have  helped 
alleviate  the  problem,  because  of  the  nationwide  market  for  used 
vehicles  and  the  material  differences  between  states'  laws,  a 
federal  law  is  needed.   Alternatives  to  H.R.  3713  do  not 
sufficiently  address  the  problem.   Therefore,  the  Iowa  Attorney 
General  strongly  urges  you  to  support  H.R.  3713. 
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Exhibit  1 
NATIONAL  ASSOCUTION  OF  ATTORNEYS  GENERAL 

Adopted 

Spring  Meeting 
March  20-22,  1994 
Washington,  D.C. 

RESOLUTION 

MANDATORY  DISCLOSURE  OF  SALVAGE  HISTORY  AND 
MAJOR  DAMAGE  TO  MOTOR  VEHICLES 


WHEREAS,  motor  vehicles  which  are  severely  damaged  or  declared  a  "total"  loss  are 
often  subsequently  rebuilt  or  salvaged  and  then  resold;  and 

WHEREAS,  the  fact  that  a  vehicle  is  rebuilt  or  salvaged  is  material  to  any  subsequent 
sale  of  the  vehicle;  and 

WHEREAS,  not  all  states  require  that  a  vehicle's  salvage  history  be  marked  on  the 
vehicle's  title  or  that  such  a  title  brand  be  carried  forward  on  new  titles  issued  or  that  a 
vehicles's  salvage  history  be  disclosed  to  subsequent  purchasers;  and 

WHEREAS,  branding  the  title  is  an  effective  means  of  allowing  dealers,  subsequent 
purchasers  and  law  enforcement  authorities  to  track  a  vehicle's  true  history  and  has  been 
supported  by  NAAG  for  tracking  vehicles  returned  under  state  lemon  laws;  and 

WHEREAS,  it  is  estimated  that  the  sale  of  rebuilt  or  salvaged  motor  vehicles  as 
undamaged,  costs  the  motor  vehicle  industry  and  consumers  up  to  $4  billion  annually;  and 

NOW,  THEREFORE,  BE  IT  RESOLVED  THAT  THE  NATIONAL  ASSOCUTION 
OF  ATTORNEYS  GENERAL: 

1.         Supports  federal  legislation  that: 

a.  creates  a  uniform  definition  of  a  "salvage  vehicle"  as  a  vehicle  declared 
a  total  loss  by  an  insurance  company  or  where  the  retail  cost  to  repair  the 
vehicle  exceeds  65  percent  of  its  fair  market  value  immediately  prior  to 
being  damaged;  and 

b.  requires  that  each  transferor  of  a  motor  vehicle  disclose  to  the  transferee 
orally  and  in  writing  at  or  before  the  time  of  sale,  whether  the  vehicle  is 
a  salvage  vehicle  and  whether  the  vehicle  has  suffered  major  damage;  and 
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c.  requires  that  each  applicant  for  a  motor  vehicle  title  disclose,  on  the 
application,  whether  the  motor  vehicle  is  a  salvage  vehicle  and  whether 
the  vehicle  has  suffered  major  damage;  and 

d.  requires  that  each  motor  vehicle  title  issued,  conspicuously  show  whether 
the  motor  vehicle  is  a  salvage  vehicle  and  whether  the  vehicle  has  suffered 
major  damage,  if  that  information  is  disclosed  on  the  title  application  or 
on  any  title  previously  issued  by  that  state  or  another  state;  and 

e.  provides  for  recovery  of  actual  damages,  minimum  statutory  damages  of 
$5,000  and  attorneys  fees,  where  appropriate,  by  consumers  injured  by 
violation  of  the  statute,  and 

f.  provides  for  civil  enforcement  by  state  Attorneys  General  which  includes 
injunctive  relief,  civil  penalties  and  restitution;  and 

h.  provides  for  criminal  penalties  of  up  to  $50,000  and  imprisonment  for  up 
to  three  years  for  each  willful  violation;  and 

i.  does  not  preempt  state  laws  which   provide  greater   protection   for 

consumers  as  long  as  state  provisions  are  not  inconsistent  with  the 
federal  law;  and 

2.         Authorizes  its  Executive  Director  and  General  Counsel  to  make  these  views 
known  to  all  interested  parties. 

Abstain:  Attorney  General  Don  Stenberg 
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CHAPTER  1104 

MOTOR  VEHICLE  CERTIFICATES  OF  TITLE  -  RECYCLERS 
S.F.  S1S7 

AN  ACT  relating  to  motor  vehicle  certificates  of  title,  by  eliminating  component  part  reviews, 
requiring  a  damage  dUdoaure  statement,  restricting  transfer  of  certain  salvage  certifi- 
cates, defining  salvage  pools,  relating  to  vehicle  recyder  license  applications,  and  creat- 
ing a  penalty  and  providing  an  effective  date. 

B«  It  Enacted  by  the  General  A$$embly  of  the  State  of  Iowa: 

Section  1.  Section  321.1.  Code  Supplement  1991.  is  amended  by  adding  the  following  new 
subsection: 

NEW  SUBSECTION.  95.  "Salvage  pool"  means  the  business  of  selling  at  auction  wrecked 
or  salvage  vehicles,  as  defined  in  section  321.52. 

Sec.  2.  Section  321.24,  unnumbered  paragraph  3,  Code  Supplement  1991,  is  amended  by 
striking  the  unnumbered  paragraph  and  inserting  in  lieu  thereof  the  following: 

The  certificate  of  title  shall  contain  upon  its  face  the  Identical  information  required  upon 
the  face  of  the  registration  receipt.  In  addition,  the  certificate  of  title  shall  contain  a  state- 
ment of  the  owner's  title,  the  amount  of  tax  paid  pursuant  to  section  423.7,  the  name  and  address 
of  the  previous  owner,  and  a  statement  of  all  security  interests  and  encumbrances  as  shown 
in  the  application,  upon  the  vehicle  described,  including  the  nature  of  the  security  interest, 
date  of  notation,  and  name  and  address  of  the  secured  party. 

If  the  prior  certificate  of  title  is  from  another  state  and  indicates  that  the  vehicle  was  rebuilt 
the  new  certificate  of  title  and  the  registration  receipt  shall  contain  the  designation  of 
"REBUILT"  stamped  or  printed  on  its  face  together  with  the  name  of  the  state  Issuing  the 
prior  title.  The  designation  of  "REBUILT"  and  the  name  of  the  other  state  shall  be  retained 
on  all  subsequent  Iowa  certificates  of  title  and  registration  receipts  for  the  vehicle. 

If  the  prior  certificate  of  title  is  from  another  state  and  indicates  that  the  vehicle  was  junked. 
an  Iowa  junking  certificate  shall  be  issued  according  to  section  321.52.  subsections  2  and  3.  If 
the  prior  certificate  of  title  from  another  state  Indicates  that  the  vehicle  is  salvaged  and  not 
rebuilt  or  Is  a  salvage  certificate  of  title,  an  Iowa  salvage  certificate  of  title  shall  be  issued 
and  a  "SALVAGE"  designation  shall  be  retained  on  all  subsequent  Iowa  certificates  of  title 
and  registration  receipts  for  the  vehicle,  except  as  provided  under  section  821.52.  subsection 
4.  paragraph  "b".  The  department  shall  adopt  rules  to  determine  the  manner  in  which  other 
states'  designations  are  to  be  indicated  on  Iowa  titles. 

Sec.  3.  Section  321.62.  subsection  4,  Code  Supplement  1991,  is  amended  to  read  as  follows: 
4.  a.  A  vehicle  rebuUder  or  a  meter  w»hlete  d«ftW  licensed  widef  eheptcr  333,  person  engaged 
in  the  business  of  buying,  selling,  or  exchanging  vehicles  of  a  type  required  to  be  registered 
in  this  state,  upon  acquisition  of  a  wrecked  or  salvage  vehicle,  shall  surrender  the  certificate 
of  title  or  manufacturer's  or  importer's  statement  of  origin  properly  assigned,  together  with 
an  application  for  a  salvage  certificate  of  title  to  the  county  treasurer  of  the  county  of  resi- 
dence of  the  purchaser  or  transferee  within  fourteen  fifteen  days  after  the  date  of  assignment 
of  the  certificate  of  title  for  the  wrecked  or  salvage  motor  vehicle.  This  subsection  applies 
only  to  vehicles  with  a  fair  market  value  of  five  hundred  dollars  or  more,  based  on  the  value 
before  the  vehicle  became  wrecked  or  salvage.  Upon  payment  of  a  fee  of  two  dollars,  the  county 
treasurer  shall  issue  a  salvage  certificate  of  title  which  shall  bear  the  word  "SALVAGE" 
stamped  or  printed  on  the  face  of  the  title  in  a  manner  prescribed  by  the  department.  A  sal- 
vage certificate  of  title  may  be  assigned  to  eny  p«-Mon  an  educational  institution,  a  new  motor 
vehicle  dealer  licensed  under  chapter  322,  a  person  engaged  in  the  business  of  purchasing  bod- 
ies, parts  of  bodies,  frames  or  component  parts  of  vehicles  for  sale  as  scrap  metal,  a  salvage 
pool,  or  an  authorized  vehicle  recycler  licensed  under  chapter  321H.  An  authorized  vehicle 
recyder  licensed  under  chapter  321H  or  a  new  motor  vehicle  dealer  licensed  under  chapter 
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322  may  ttilgn  »  ttWtgt  etrtlflote  at  tiOe  to  »nj;  per»on.  A  vehicle  on  which  ownership  has 
transferred  to  lii  Insurer  of  the  vehicle,  ss  a  result  of  a  settlement  with  the  owner  of  the  vehi- 
cle ariilog  out  of  damage  to,  or  unrecovered  theft  of  the  vehicle,  shall  be  deemed  to  be  a  wrecked 
or  salvage  vehicle  and  the  insurer  shall  comply  wjth  this  subsection  to  obtain  a  salvage  certifi- 
cate of  title  within  fouftoew  fifteen  days  after  the  date  of  assignment  of  the  certificate  of  title 
of  the  vehicle.  Howevef.  a  veWele  Um  >«m  maj»r  d«m»fe  »«  fow  oe  m«f«  eomponent  part^ 
»e  *eftw<>^  In  pofograph  '-^^  sh>W  foeoi<>e  a  j^hMi^  egftifieate  of  ^M«  m>^  ahtii  net  thcrcflflcr 
he  grentcd  a  rogulaf  ecrtUieoU)  •(  %M^ 

b.  When  a  wrecked  or  salvage  vehicle  has  been  repaired,  the  owner  may  apply  for  a  regular 
certificate  of  title  by  paying  the  appropriate  fees  and  surrendering  the  salvage  certificate  of 
title  and  a  properly  executed  salvage  theft  examination  certificate.  The  county  treasurer  shall 
Issue  a  regular  certificate  of  title  whichi  e»mmcweing  Scptcmbop  h  1888.  if  vhe  wrcekod  of 
8atv«^  veWele  i«  five  m«4el  >•€*«  <M  ef  le**  shall  bear  the  w^r4  ^^«SBy«r3^  a  designation 
stamped  or  printed  on  the  face  of  the  title  and  registration  receipt  indicating  that  the  vehicle 
was  previously  titled  on  a  salvage  certificate  of  title  in  a  form  approved  bj  the  department.  ¥t»e 
reWk  This  designation  shall  be  Included  on  every  Iowa  certificate  of  title  and  registration 
receipt  issued  thereafter  for  the  vehicle.  However,  if  ownership  of  a  stolen  vehicle  has  been 
transferred  to  an  insurer  organized  under  the  laws  of  this  state  or  admitted  to  do  business 
in  this  state,  or  if  the  transfer  was  the  result  of  a  settlement  with  the  owner  of  the  vehicle 
arising  from  damage  to  or  the  unrecovered  theft  of  the  vehicle,  and  If  the  insurer  certifies 
to  the  county  treasurer  on  a  form  approved  by  the  department  that  the  insurance  company 
has  received  one  or  more  written  estimates  which  states  that  the  retail  cost  of  repairs  te  includ- 
ing labor,  parts,  and  other  materials  of  all  damage  to  the  vehicle  Is  less  than  three  thousand 
dollars,  the  county  treasurer  shall  issue  to  the  insurance  company  the  regular  certificate  of 
title  and  registration  receipt  without  Ux  rebuilt  this  designation.  T+te  e»«rty  tfcasurer  eheH 
isMte  a  f*f«l*r  oertifleatc  ef  t444e  without  the  REBUILT"  denignotion  ifi  hetorc  ropeiro  are 
made;  a  eowpenont  paMe  rcwiew  im  bee«  eowduetcd  by  a  pooce  eWeef  v»4t«h*«  beef)  specially 
ecrtlfiod  as^  ycecftificd  wheft  re^we4  M*  the  I«wa  law  otifofecmcnt  aeixiomy  to  d«  s»lv»ge 
tKeft  o«aminatlono.  The  iewa  l**  cnfonioment  oeadomy  ehaH  dctcrwiiBc  »tanda^da  f»r  troift 
1«^  »<t4  eertlfleationi  eonduet  trainingi  »ftd  m*y  approve  alternative  teaining  programo  which 
aatwfy  the  aodeniy's  standapde  fer  tfftwtftg  «>d  eef tlficotion.  Pw  the  ptH-pose  »f  thte  •©♦tidfc 
•  wrceked  w  ealvago  vehicle  a^tM  be  considered  te  have  eomponont  pftM  domape  if  thefe  is 
wajer  damage  requiring  r»p»»«  of  rcplaecmcBt  •(  mofe  th»«  tw«  of  the  vchietc'e  eomponont 
p«ft»;  A  "eowiponcnt  part"  »eft<>«  the  rear  eWpi  eew4;  (rafne  or  Iwier  strueture  ferward  of  the 
tevi-,  twdy,  ealfr;  froftt  eitd  aascmbly,  fr«wt  eW^  or  »««h  ethef  pafts  whieh  are  eritieal  We  \M 
>af€*y  »f  t^  vehiete  w  dot-ormlnc<i  by  i^tloe  adopted  t>y  the  departmewt.  The  owf>ef  »h««  p^ 
a  fee  »<  thirty  five  dollaro  »pen  the  eomplelion  e>f  the  prorepair  eomponewt  parts  review.  The 
s«eney  perfomiing  the  examinatiene  shaH  retatfl  twenty  fivn  dollars  of  the  fee  »ftd  ahaU  pay 
five  doH^a  •<  the  fee  te  the  department  and  liv«  4«Ut»  »<  the  fee  te  the  }«w«  }*w  enforce 
w>et»t  aeadewy  te  pf*wi4«  fer  the  speetal  training,  eertifieationi  and  rce<!rtifieatlon  of  offieere 
as  required  by  this  Duboeetlon.  The  peaee  effieer  eondutiing  the  review  »h»ti  maintain  a  re«»fd 
el  tKe  review  aitd  sheti  forward  »  eopy  »f  the  review  te  the  depart mofiti  The  department  »h*ti 
maielaln  a  reeord  »f  aH  rovlcwa.  Ha  vchltlo  dees  t>et  h>ve  eomponcot  demftge  as  dclorwiBod 
te  thie  auhaoetion,  the  eMieer  tonduetiwg  the  review  eheU  i»4«e  a  ecrtifieate  te  the  ewoer  te 
th«tef<eet7  The  eertlfleato  sh»tl  he  surrendered  te  the  eewrty  treasuror  at  the  time  ef  appllea- 
*f»n  fer  a  regular  eortltleote  »t  title  a«d  the  treaaurcr  9h*H  forward  the  eerUfieatc  to  the 

The  provision  »f  thts  sobgcetion  requiring  aeemponcnt  p»rte  review  by  «  peaeeoffteer  spe- 
eially  eertified  w  recertified  by  the  lewe  tew  enfereement  aeedcmy  to  deoalwago  theft  c»omi 
nations  ahed  bceome  effective  July  h  lOOOi  Compoivcnt  parts  roviowo  eonduetod  hefere  t^tif 
i-.  IBBOi  aheH  be  m«de  by  peeee  nflieere  authoriaed  te  de  »o  by  the  state  dcpartirwnt  of  traft»- 
pertatiee  of  the  department  of  p»h*i«  aefoty  who  are  ^aWfied^  »«  determined  by  theee  agefl- 
eiea,  te  eendutt  e«mpofteivt  parte  rewiewsr  The  atete  department  ef  tronsporlntiow  eheJI  adept 
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1  Tlftl      n  n^    *--J'  — ■*    Tnnrt  2IL  1  00*^     amaK  iiv^  ^J^ll-  -.-   .>V»  M   W^    fjirnnitrri    >■*»-»  Lk^   — '    *. 1   ^t 

1  w M I  u iin  V  iiu  J 111^  •  u ifv  '.W1  CTTVTzi  V u^ii  II  *  V  u\ni  1*1  u  tf iiu II  1^-  v^n^j  Jt v\, u  111 w^  wwr  K L- 1 ivi  u I  1  umj  vt 

**-  -   -***  -^ 
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c.  A  salvage  theft  examination  shell  be  made  by  a  peace  officer  who  has  been  speciall}'  cer- 
tified and  recertified  when  required  by  the  Iowa  law  enforcement  academy  to  do  salvage  theft 
examinations.  The  Iowa  law  enforcement  academy  shall  determine  standards  for  training  and 
certification,  conduct  training,  and  may  approve  alternative  training  programs  which  satisfy 
the  academy's  standards  for  training  and  certification.  The  owner  of  the  salvage  vehicle  shall 
make  the  vehicle  available  for  exeminsllon  at  a  time  and  location  designated  by  the  peace  officer 
doing  the  examination.  The  owner  may  obtain  a  permit  to  drive  the  vehicle  to  and  from  the 
examination  location  by  submitting  a  repair  affidavit  to  the  agency  performing  the  examina- 
tion stating  that  the  vehicle  is  reasonably  safe  for  operation  and  listing  the  repairs  which  have 
been  made  to  the  vehicle.  The  owner  must  be  present  for  the  examination  and  have  available 
for  inspection  the  salvage  title,  bills  of  sale  for  all  essential  parts  changed,  and  the  repair 
affidavit.  The  examination  shall  be  for  the  purposes  of  determining  whether  the  vehicle  or 
repair  components  have  been  stolen.  The  examination  Is  not  a  safety  inspection  and  a  signed 
salvage  theft  examination  certificate  shall  not  be  construed  by  any  court  of  law  to  be  a  certifi- 
cation that  the  vehicle  is  safe  to  be  operated.  There  shall  be  no  cause  of  action  against  the 
peace  officer  or  the  agency  conducting  the  examination  or  the  county  treasurer  for  failure  to 
discover  or  note  safety  defects.  If  the  vehicle  passes  the  theft  examination,  the  peace  officer 
shall  indicate  that  the  vehicle  passed  examination  on  the  salvage  theft  examination  certificate 
audi  witjt  r^fM^  te  »  veMefe  wWet>  to  feqtftred  te  bear  the  w«f4  "RSBUILT"  otompod  or  pr«>te4 
»B  »t>e  faoe  of  the  ttUei  »Mi  pcrmaiKntly  idowtify  ike  v^h*eU>  as  "rebuilt"  »»  the  driver'*  d«of 

ju  ifX  o  Vr  VvfiV'r  wPCS  On  l  fiv  VOfllviC  8W  uCSl^nOWMI  &V  InO  O^pAP  v  F^Cfl  vi    ^x  P©ff%OVoi  Of  A  i  vOP  ft  WO  n 

el  vhie  reWiit  idcntltieation  i«  a  violation  of  aeeUon  381.93.  The  p^pftw  affidavit,  permit;  and 
salvage  theft  examination  certificate  shall  be  on  controlled  forms  prescribed  and  furnished 
by  the  department.  The  owner  shall  pay  a  fee  of  thirty  dollars  upon  completion  of  the  exami- 
nation. The  agency  performing  the  examinations  shall  retain  twenty  dollars  of  the  fee  and 
shall  pay  five  dollars  of  the  fee  to  the  department  and  five  dollars  of  the  fee  to  the  Iowa  law 
enforcement  academy  to  provide  for  the  special  training,  certification,  and  recertification  of 
officers  as  required  by  this  subsection. 

The  provision  of  this  subsection  requiring  a  salvage  theft  examination  by  a  peace  officer 
specially  certified  or  recertified  by  the  Iowa  law  enforcement  academy  to  do  salvage  theft  exami- 
nations shall  become  effective  July  1, 1989.  Salvage  theft  examinations  conducted  before  July 
1.  1989,  shall  be  made  by  peace  officers  authorized  to  do  ao  by  the  state  department  of  trans- 
portation or  the  department  of  public  safety  who  are  qualified,  as  determined  by  those  agen- 
cies, to  conduct  salvage  theft  examinations.  The  state  department  of  transportation  shall  adopt 
rules  in  accordance  with  chapter  17A  to  carry  out  this  section,  including  transition  rules  allowing 
for  salvage  theft  examinations  prior  to  July  1,  1989. 

Notwithstanding  the  provisions  of  this  lettered  paraa-aph  directing  that  five  dollars  of  each 
fee  be  paid  to  the  Iowa  law  enforcement  academy,  for  the  fiscal  period  beginning  on  July  1, 
1991,  and  ending  June  30.  1993,  such  five  dollars  shall  be  deposited  into  the  general  fund  of 
the  state. 

d.  For  purposes  of  this  subsection  a  "wrecked  or  salvage  vehicle"  means  a  damaged  motor 
vehicle  subject  to  registration  and  having  a  gross  vehicle  weight  rating  of  less  than  thirty  thou- 
sand pounds,  for  which  the  cost  of  repair  exceeds  fifty  percent  of  the  fair  market  value  of  the 
vehicle,  as  determined  in  accordance  with  rules  adopted  by  the  department,  before  it  became 
damaged. 

e;  A  peraoft  who  t^tW  the  poraon'o  motor  vohtete  bofofo  Moy  ti  1988t  m«y  hove  »  l+tie  ie»««4 
Oft  thot  motor  v«hMe  to  the  person  without  th«  "REBUILT"  dcsignotlon,  if  the  peeson  efrn 
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etes  eompowcwt  part*^  Dp»w  proper  application  n>4  payment  oi  »  *»»•  d«H*»  f«©>  vtw  tounty 
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"REBUILT"  jeaigwatlon. 

Sec.  4.     NEW  SECTION.  321.69  DAMAGE  DISCLOSURE  STATEMENT. 

1.  A  certificile  of  title  shall  not  be  issued  for  a  motor  vehicle  unless  a  dam»ge  ditclosure 
Btatemeni  has  been  made  by  the  transferor  of  the  vehicle  and  ie  furnished  with  the  application 
for  certificate  of  title.  A  damage  disclosure  statement  must  be  provided  by  the  transferor  to 
the  transferee  in  a  transfer  of  ownership  of  a  motor  vehicle.  The  new  certificate  of  title  and 
registration  receipt  shall  state  on  the  face  of  the  title  the  total  cumulative  dollar  amount  of 
damage  reported  by  owners  prior  to  the  owner  listed  on  the  front  of  the  title. 

2.  The  damage  disclosure  statement  required  by  this  section  shall,  at  a  minimum,  state  the 
total  retail  dollar  amount  of  all  damage  to  the  vehicle  during  the  period  of  the  transferor's 
ownership  of  the  vehicle.  For  the  purpose!  of  this  section,  "damage"  refers  to  damage  to  the 
vehicle  cauaed  by  fire,  vandalism,  collision,  weather,  falling  objects,  submersion  in  water,  or 
flood,  where  the  cost  of  repair  is  three  thousand  dollars  or  more  per  incident,  but  does  not 
include  normal  wear  and  tear,  glass  damage,  mechanical  repairs  or  electrical  repairs  that  have 
not  been  caused  by  fire,  vandalism,  collision,  weather,  falling  objects,  submersion  In  water, 
or  flood.  A  determination  of  the  amount  of  damage  to  a  vehicle  shall  be  based  on  estimates 
of  the  retail  cost  of  repairing  the  vehicle.  Including  labor,  parts,  and  other  materials,  if  the 
vehicle  has  not  been  repaired  or  on  the  actual  retail  cost  of  repair,  including  labor,  parts,  and 
other  materials,  if  the  vehicle  has  been  repaired.  Only  individual  incidents  in  which  the  retail 
cost  of  repairs  la  three  thousand  dollars  or  more  are  required  to  be  disclosed  by  this  section.  If 
the  vehicle  hat  incurred  damage  of  three  thousand  dollars  or  more  per  incident  in  more  than 
one  incident,  the  damage  amounts  must  be  combined  and  disclosed  as  the  total  of  all  separate 
Incidents. 

3.  The  damage  disclosure  statement  shall  be  provided  by  the  transferor  to  the  transferee 
at  or  before  the  time  of  aale.  If  the  transferor  is  not  a  resident  of  this  state  the  transferee 
shall  not  be  required  to  submit  a  damage  disclosure  statement  from  the  transferor  with  the 
transferee's  application  for  title  unless  the  state  of  the  transferor's  residence  requires  a  damage 
disclosure  statement.  However,  the  transferee  shall  submit  a  damage  disclosure  statement 
with  the  transferee's  application  for  title  indicating  whether  a  salvage  or  rebuilt  title  had  ever 
existed  for  the  vehicle,  whether  the  vehicle  had  Incurred  prior  damage  of  three  thousand  dol- 
lars or  more  per  incident,  and  the  year,  make,  and  vehicle  identification  number  of  the  motor 
vehicle. 

4.  The  department  thall  retain  each  damage  disclosure  statement  received  and  copies  shall 
be  available  to  the  public  and  the  attorney  general  upon  request. 

5.  Authorized  vehicle  recyclers  licensed  under  chapter  821H  and  motor  vehicle  dealers 
licensed  under  chapter  322  shall  maintain  copies  of  all  damage  disclosure  statements  where 
the  recycler  or  dealer  is  either  the  transferor  or  the  transferee  for  five  years  following  the 
date  of  the  statement.  The  copies  ahall  be  made  available  to  the  department  or  the  attorney 
general  upon  request. 

6.  The  damage  disclosure  statements  shall  be  made  on  the  back  of  the  certificate  of  title 
if  the  title  is  available  to  the  transferor  at  the  time  of  sale.  If  the  title  Is  not  available  at  the 
time  of  sale  or  if  the  face  of  the  transferor's  Iowa  title  contains  no  Indication  that  the  vehicle 
was  previously  salvaged  or  titled  as  salvaged  or  rebuilt  and  the  transferor  knows  or  reasona- 
bly should  know  that  the  vehicle  w»s  previously  salvaged  or  titled  as  salvaged  or  rebuilt  in 
another  state,  the  transferor  shall  make  the  disclosure  on  a  separate  disclosure  document.  The 
damage  discloture  statement  forms  shall  be  as  approved  by  the  department.  The  treasurer 
shall  not  accept  a  damage  disclosure  statement  and  issue  a  title  unless  the  back  of  the  title 
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or  aeparate  discloiure  document  has  been  fully  completed  and  signed  and  dated  by  the  trana- 
fcree  and  the  transferor,  if  applicable. 

7.  A  person,  authorlied  vehicle  recycler  licensed  under  chapter  821H,  or  motor  vehicle  dealer 
licensed  under  chapter  S22  shall  not  be  liable  to  a  subsequent  owner  of  a  vehicle  because  a 
prior  owner  gave  a  false  or  inaccurate  damage  disclosure  statement  or  failed  to  disclose  that 
the  vehicle  had  previously  been  damaged  and  repaired  or  had  been  titled  on  a  salvage  or  rebuilt 
certificate  of  title  unless  the  person,  recycler,  or  dealer  knew  or  reasonably  should  have  known 
that  the  prior  owner  gave  a  false  or  inaccurate  damage  disclosure  statement  or  failed  to  dis- 
close  that  the  vehicle  had  been  damaged  and  repaired  or  had  been  titled  on  a  salvage  or  rebuilt 
certificate  of  title, 

8.  This  section  does  not  apply  to  motor  trucks  and  truck  tractors  with  a  gross  vehicle  weight 
rating  of  sixteen  thousand  pounds  or  more,  vehicles  more  than  nine  model  years  old,  vehicles 
with  titles  stating  the  vehicle  is  salvage  or  rebuilt,  motorcycles,  motorized  bicycles,  and  spe- 
cial mobile  equipment.  The  section  does  apply  to  motor  homes. 

9.  A  person  who  knowingly  makes  a  false  damage  disclosure  statement  commits  a  fraudu- 
lent practice.  Failure  of  a  person,  authorized  vehicle  recycler  licensed  under  chapter  321 H, 
or  motor  vehicle  dealer  licensed  under  chapter  322.  to  comply  with  any  duty  imposed  by  this 
section  constitutes  a  violation  of  section  714.16,  subsection  2.  paragraph  "a". 

10.  The  department  shall  adopt  rules  as  necessary  to  implement  this  section. 

Sec.  5.  Section  321H.4,  subsection  2,  Code  1991,  Is  amended  by  adding  the  following  new 
unnumbered  paragraph: 

NEW  UNNUMBERED  PARAGRAPH.  The  applicant  shall  specify  which  business  or  busi- 
nesses, as  enumerated  in  subsection  1.  the  applicant  is  applying  for  a  license  to  engage  in.  An 
applicant  shall  have  or  demonstrate  that  the  applicant  will  have  the  facilities  and  equipment 
necessary  to  engage  in  the  business  or  businesses  for  which  the  applicant  is  applying  for  a 
license.  The  license  shall  specify  which  business  or  businesses  the  applicant  has  been  autho- 
rized to  engage  In. 

Sec.  6.  Section  4  of  this  Act  takes  effect  January  1, 1993.  If.  after  the  department  has  made 
a  reasonable  effort  to  implement  section  4  of  this  Act  by  January  1, 1993.  the  department  can- 
not do  so,  the  department  may  extend  the  effective  date  of  section  4  of  this  Act  until  March 
1,  1993.  All  other  sections  of  this  Act  take  effect  July  1.  1992. 

Approved  April  21.  1992 
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Mrs.  Collins.  Thank  you. 

Mr.  Brauch?  Mr.  Brauch? 

Mr.  Brauch.  Do  you  have  questions  for  me? 

Mrs.  Collins.  Yes. 

Mr.  Brauch.  All  right. 

Mrs.  Collins.  All  right.  I  will  start  with  you  right  now. 

We  have  heard  a  lot  of  talk  about  the  washing  of  a  title.  Mr. 
Wheat  mentioned  it.  How  is  a  title  washed  off? 

Mr.  Brauch.  Well,  for  example,  if  you  were  to  purchase  a  vehicle 
as  an  Iowa  dealer  from  New  Jersey,  that  was  on  a  flood  title  in 
New  Jersey,  and  brought  it  into  Iowa  and  attempted  to  title  it  in 
Iowa,  you  would  receive  a  regular  title  in  Iowa  under  the  law  as 
it  existed  prior  to  July  1st  of  this  year.  In  fact,  we  had  a  dealer 
who  was  doing  that  and  then  not  disclosing  the  prior  flood  status 
of  those  vehicles.  That  action  is  now  actually  part  of  a  lawsuit  that 
we  have  filed  against  that  dealer  for  failing  to  disclose  the  flood 
title  on  that  vehicle. 

So  the  problem  that  we  have  is  there  is  a  real  mishmash  of  State 
titling  requirements  out  there.  States  define  salvage  vehicles  dif- 
ferently. They  have  different  definitions  for  rebuilt  vehicles,  even 
a  few  don't  have  salvage  titles.  Uniformity  is  necessary,  and  we 
commend  the  work  of  the  advisory  committee  on  focusing  on  uni- 
formity. We  think  that  is  an  important  goal. 

Mrs.  Collins.  Mr.  Taterka,  my  son  had  an  automobile  that  was 
stolen  the  first  of  this  year.  It  was  a  Jeep.  And  after  a  couple  of 
months,  it  was  found  and  the  insurance  company  called  me  and 
told  me  the  automobile  had  been  found  and  that  it  was  totaled.  I 
didn't  see  the  automobile,  but  I  took  their  word  for  it  because  they 
gave  me  the  fair  market  value  of  the  car.  And  I  just  assumed  that 
total  meant  total  and  it  was  ready  to  go  to  the  scrap  heap. 

Now  I  understand  that  some  people  go  and  buy  cars  like  this,  not 
from  the  insurance  company,  but  from  someplace.  And  that  they 
get  parts  for  it.  They  weld  it  and  sort  of  put  it  back  together.  What 
kina  of  title  does  a  car  like  that  have  then?  Remember  the  insur- 
ance company  said  they  had  possession  of  the  car.  I  assume  they 
wanted  that  because  they  wanted  to  see  for  themselves  that  the  car 
was  totaled. 

Mr.  Taterka.  Typically,  in  that  situation,  when  they — if  they 
paid  off  your  son,  the  fair  market  value  under  the  insurance  policy, 
then  your  son  would  have  normally  conveyed  the  title  to  the  insur- 
ance company. 

Mrs.  Collins.  Yes.  That  is  what  he  had  to  do. 

Mr.  Taterka.  At  that  point,  again,  if  the  requirement  is  that  the 
insurance  company  apply  for  a  title  certificate  denominating  it  as 
salvage,  which  they  would  normally  do  in  this  situation,  because 
they  nave  determined  it  wasn't  worth  fixing.  I  am  assuming  the 
damage  exceeded,  say,  whatever  threshold  they  would  have  used, 
hopefully,  at  least  65  percent,  the  65  percent  number  that  the 
Wheat  bill  suggests.  Then  depending  on  the  particular  State,  then 
the  salvage  title  would  then  be  a  permanent  record,  so  to  speak, 
in  that  State. 

But  the  problem  is  that  vehicle  could  easily  be  sold  to  a  rebuilder 
in  a  State  that  does  not  brand  titles  at  all.  We  are  investigating 
many  cases  where  vehicles  on  salvage  titles  have  gone — that  the 
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vehicle  has  come  into  Tennessee.  The  titles  went  into  Arkansas 
prior  to  Arkansas's  branding  statute.  A  clean — meaning 
unbranded,  no  salvage  designation — title  was  issued  in  Arkansas 
and  then  the  vehicle  was  then  conveyed  again  to  a  dealer  in  Ten- 
nessee and  then  sold  on  a  clean  Tennessee  title,  because  Tennessee 
had  no  way  of  knowing  that  this  vehicle  had  been  salvaged. 

Mrs.  Collins.  Well,  I  have  seen  automobiles  that  have  been 
picked  clean  on  the  streets  and  by  highways  and  roadways,  what 
have  you,  with  doors  missing  and  all  the  innards  missing,  and 
what  have  you,  and  there  is  nothing  but  a  frame  that  is  there.  The 
only  thing  I  can  think  it  is  good  for  is  going  to  a  scrap  heap  being 
melted  down  and  being  rebuilt  as  a  car  by  a  manufacturer  or  some- 
thing. Are  these  the  kinds  of  automobiles  we  are  talking  about — 
ones  that  have  damage  that  extensive? 

Mr.  Taterka.  You  would  be  amazed  at  what  has  been  rebuilt. 

Mrs.  Collins.  I  am  amazed  just  hearing  you. 

Mr.  Taterka.  We  have  seen  examples  of  cars  that,  based  on  the 
photographs  and  insurance  damage  reports  that  we  have  obtained 
in  title  tracing  on  these  cars,  we  have  looked  at  vehicles  that  we 
were  just  aghast  to  see  that  these  cars  have  actually  been  fixed. 
It  is  incredible. 

Mrs.  Collins.  Well,  the  National  Association  of  Attorneys  Gen- 
eral adopted  a  resolution  in  March  of  this  year  at  its  meeting  in 
support  of  the  proposal  in  H.R.  3713.  To  what  extent  will  your  tes- 
timony and  the  testimony  of  Mr.  Brauch  be  on  behalf  of  the  asso- 
ciation, Mr.  Taterka? 

Mr.  Taterka.  Well,  I  believe  that  everything  that  is  in  our  com- 
ments is  consistent  with  the  NAAG  resolution.  Our  States  have 
been  involved  in  this  issue  for  some  time,  and  we  fully  support  the 
resolution  and,  in  fact,  I  can  tell  you  that  Tennessee  did  sign  on 
to  that  resolution  early  on. 

Let  Mr.  Brauch  answer  on  that  for  Iowa. 

Mr.  Brauch.  Iowa  did  here  as  well.  We  are  not  here  speaking  on 
behalf  of  the  National  Association  of  Attorneys  General.  We  are 
here  speaking  for  our  individual  States.  But  our  States  certainly  do 
support  the  NAG  resolution,  and  our  State,  along  with  Connecticut, 
worked  on  drafting  that  resolution. 

Mrs.  Collins.  Now,  your  State,  Iowa,  enacted  legislation  that 
was  similar  to  H.R.  3713  in  1992.  So  you  have  a  couple  of  years 
of  history  with  this  type  of  legislation.  How  successful  do  you  think 
it  has  been? 

Mr.  Brauch.  Madam  Chairwoman,  we  think  it  has  been  very 
successful.  Our  law  requires  a  damage  disclosure  be  filled  out  at 
or  before  the  time  of  sale  of  a  motor  vehicle.  And  the  damage  that 
needs  to  be  disclosed  is  as  to  whether  there  was  damage  to  the  ex- 
tent of  $3,000  or  more  from  individual  incidents  while  the  seller 
owned  the  vehicle.  So  it  is  not  a  concern  of  the  seller  having  to  dis- 
close damage  of  prior  owners. 

They  disclose  the  damage  during  the  time  that  they  own  the  ve- 
hicle. The  disclosure  is  in  writing.  It  is  on  the  back  of  the  title,  or 
if  the  title  is  not  present  at  the  time  of  the  sale,  it  must  be  on  a 
separate  document.  A  new  title  that  is  obtained  then  will  list  the 
cumulative  damage  on  the  front  that  has  been  reported  by  all  prior 
owners. 
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However,  it  is  important  to  point  out  that  the  titles  often  are  not 
present  at  the  time  of  sale,  and  that  is  why  a  written  disclosure 
is  necessary.  At  least  40  States  have  the  law  being  that  when  there 
is  a  lien  on  the  vehicle,  the  lienholder  holds  the  title,  not  the  owner 
of  the  vehicle.  So  even  though  you  have  title  branding  require- 
ments, the  owner  may  never  see  that  title  until  they  pay  off  their 
loan. 

That  is  why  the  Iowa  law  was  drafted  to  require  the  written  dis- 
closure in  addition  to  branding  the  title.  And  we  think  that  is  the 
way  that  you  have  to  go  in  these  circumstances.  It  is  very  impor- 
tant for  us  to  draw  the  parallel  between  this  kind  of  scam  and 
odometer  fraud.  They  are  very  similar  and  we  need  to  take  a  simi- 
lar approach.  That  is  what  H.R.  3713  does.  That  is  what  the  NAG 
resolution  does,  and  that  is  what  we  strongly  support,  as  well. 

Mrs.  Collins.  Well,  I  have  a  question  for  the  record.  We  just 
need  your  opinion — the  opinion  of  both  of  you,  for  it.  To  what  ex- 
tent should  State  laws  be  preempted  by  any  Federal  laws  in  this 
area  that  we  might  pass? 

Either  of  you,  both  of  you,  I  would  like  your  answers  to  that. 

Mr.  Taterka.  ok.  I  believe  the  approach  that  is  taken  in  the 
current  Motor  Vehicle  Information  and  Cost  Savings  Act,  the 
Odometer  Act,  is  the  proper  approach,  which  simply  says  that 
there  is  no  preemption  except  to  the  extent  of  any  inconsistency  be- 
tween the  Federal  law  and  what  the  States  do.  I  believe  that  ap- 
proach would  work  very  well. 

We  can  have  the  uniform  definition  of  a  salvage  vehicle.  We  can 
have  uniform  title  brands  and  carryover  requirements,  things  like 
that.  Those  areas  are  appropriate  for  preemption.  But  when  you 
are  talking  about  whether  States  want  to  do  something  that  may 
address  local  circumstances,  such  as  a  major  vehicle — major  dam- 
age disclosure  on  a  vehicle,  which  may  or  may  not  ultimately  be 
part  of  the  Federal  legislation,  I  think  the  States  should  be  free  to 
do  those  things,  as  they  are  now  in  the  odometer  area. 

Mrs.  Collins.  How  does  your  State  deal  with  major  damage? 

Mr.  Taterka.  We  have  no  major  damage  disclosure  requirement. 

Mrs.  Collins.  Does  Iowa? 

Mr.  Brauch.  Yes.  We  have  a  $3,000  requirement. 

Mrs.  Collins.  What  do  you  think  about  the  preemption? 

Mr.  Brauch.  Totally  opposed  to  preemption.  We  agree  with  Mr. 
Taterka  that  we  believe  it  is  very  important  that  States  be  free  to 
experiment  with  their  own  laws  concerning  disclosure. 

However,  we  do  agree  there  needs  to  be  a  uniform  definition  for 
the  terms  that  appear  on  motor  vehicle  titles.  Our  concern  with  the 
task  force  report  is  it  might  not  have  gone  far  enough.  We  may  not 
have  enough  terms  defined.  And  we  are  also  concerned  with  that 
75  percent  standard  for  defining  salvage  vehicles.  In  Iowa,  we  use 
a  50  percent  standard.  We  have  support  for  that  standard  from  the 
industry. 

And  I  also  wanted  to  point  out,  our  damage  disclosure  law  was 
supported  by  the  industry.  It  actually  was  compromise  legislation 
that  the  Car  Dealers'  Association,  the  Motor  Vehicle  Dismantlers 
and  Recyclers  Association,  our  Department  of  Transportation  and 
the  Attorney  General's  office  all  agreed  to.  So  it  is  very  important 
to  have  uniformity.  But  it  is  also  important  to  permit  the  States 
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to  experiment  in  certain  ways,  requiring  disclosure  of  damage,  for 
example. 

Mrs.  Collins.  All  right.  I  thank  you  very  much. 

I  have  no  further  questions  at  this  time,  but  there  may  be  some 
questions  when  we  are  going  over  the  transcript  that  haven't  been 
answered.  If  so,  we  will  write  to  you  and  ask  that  you  please  send 
your  response  within  5 — I  always  say  legislative  days.  I  mean  with- 
in 5  working  days,  if  you  will,  please. 

Mr.  Brauch.  Be  glad  to. 

Mr.  Taterka.  We  surely  will. 

Mrs.  Collins.  Thank  you  very  much. 

Our  next  panel  will  be  Richard  C.  Morse,  the  chairman.  Motor 
Vehicle  Titling,  Registration,  and  Salvage  Advisory  Committee; 
Robert  A.  Graham,  staff  attorney.  Center  for  Auto  Safety;  and  Gil- 
bert L.  Holmes,  commissioner,  Indiana  Bureau  of  Motor  Vehicles. 
Mr.  Holmes  will  be  accompanied  by  Ms.  Marcia  McAllister,  vice 
chairman  and  general  counsel  of  the  Underwriters  Salvage  Com- 
pany. 

Mr.  Holmes  is  testifying  on  behalf  of  the  Coalition  for  National 
Motor  Vehicle  Titling  Reform. 

Come  forward,  please. 

We  have  here  a  letter  to  the  chairman  of  the  full  committee,  Mr. 
John  Dingell,  regarding  the  National  Association  of  Independent 
Insurers  that  we  are  going  to  put  into  the  record  at  this  point  in 
time,  without  objection. 

I  hear  none.  Without  objection.  At  the  appropriate  place  in  the 
record. 

Thank  you. 

[The  letter  referred  to  follows:] 
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The  Honorable  John  Dingell 

Chairman 

Committee  on  Energy  and  Commerce 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

We  are  writing  on  behalf  of  the  NaUonal  Association  of  Independent  Insurers  (NAII) 
regarding  proposed  motor  vehicle  titling  legislation.  Our  Association  1$  a 
property/casualty  insurance  trade  group  representing  over  575  U.S.  based  insurance 
companies.  NAII  members  write  nearly  all  property  and  casualty  coverage  lines,  but 
their  emphasis  is  In  the  personal  lines  area,  Including  private  passenger  or  personal 
automobile  insurance.  NAII  affiliated  Insurers  write  over  $32.5  billion  In  direa 
written  premiums,  which  represents  about  38.5%  of  all  private  passenger  automobile 
coverage  sold  In  the  country. 

The  Anti-Car  Theft  Aa  of  1992  (Public  Law  102-519)  directed  the  Secretary  of 
Transportation  to  establish  a  TasV  Force  (the  Motor  Vehicle  Titling,  Registration,  and 
Salvage  Advisory  Committer)  to  study  problems  relating  to  the  motor  vehicle  tiding, 
registration  and  $a^age  controls  that  facilitate  motor  vehicle  theft  and  fraud.  The 
legislation  direaed  the  Task  Force  to  determine  whether  the  lack  of  uniformity  In 
state  laws  encourages  vehicle  theft  and  fraud  and  to  determine  whether  the  adoption 
of  uniform  title  branding  would  deter  criminal  activities. 

Pursuant  to  its  charter,  the  Task  Force  recently  submitted  iu  recommendations  to  the 
President,  the  Congress  and  tiie  Governor  of  each  state.  We  understand  the  House 
Energy  and  Commerce  Committee  has  not  Initiated  legislation  to  enact  the  Task 
Force's  recommendations;  however,  we  are  aware  of  efforts  underway  to  Introduce 
such  legislation.  While  NAII  member  companies  are  vitally  Interested  In  the  motor 
vehicle  theft  problem  and  the  work  of  the  Task  Force,  we  have  some  concerns 
regarding  the  recommendations  In  the  report.  Further,  we  are  not  convinced  that 
federal  legislation  Is  needed  to  close  tide  loopholes  in  but  a  handful  of  states.   Where 
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gaps  exist  in  sute  title  laws,  they  siiould  be  fixed.  NAil  Is  actively  pursuing  remedial 
legislation. 

There  are  three  flaws  In  the  Task  Force  recommendations.  First,  the  Tasic  Force 
inexplicably  alters  the  "salvage  vehicle"  definition  in  PL  102-519,  a  definition  we 
emphasize  that  Is  nearly  Identical  with  the  Uniform  Vehicle  Code,  the  most  widely 
cited  compilation  of  model  traffic  laws. 

Second,  the  wording  of  the  "salvage  vehicle"  definition  recommended  by  the  Tasic 
Force  includes  vehicles  in  which  an  insurance  company  acquires  ownership  pursuant  to 
a  total  loss  damage  settlement  The  Task  Force  definition  would  permit  vehicle 
owners  to  unilaterally  designate  their  own  vehicle  as  a  salvage  vehicle.  This  decision 
could  be  made  without  weighing  the  Insurance  company  or  automotive  body  shop's 
professional  assessment  on  reparability.  This  could  result  in  many  more  total  loss 
settlements,  some  of  which  may  Involve  repairable  vehicles.  In  addition,  the  definition 
is  ambiguous  on  whether  or  not  total  loss  stolen  vehicles  are  covered. 

Finally,  according  to  the  Tasic  Force  report,  a  flood  vehicle  is  "any  vehicle  that  has 
been  submerged  in  water  to  the  point  that  rising  water  has  reached  over  the  door  sill 
or  has  entered  the  passenger  or  trunk  compartment."  Under  this  definition,  many, 
vehicles  would  be  designated  a  flood  vehicle  despite  relatively  minor  damage. 

NAII  therefore  offers  the  following  recommendations: 

(1)  Public  law  102-519,  already  embodies  a  practical  and  common  definition  of 
"salvage  vehicle": ...  "damaged  to  the  extent  that  its  fair  salvage  value  plus  the  cost  of 
repairing  the  automobile  for  legal  operation  on  the  roads  and  highways  exceeds  the 
fair  market  value  of  the  aujtomoblle  Immediately  prior  to  the  occurrence  of  its 
damage."  This  definition  b  consistent  with  the  Uniform  Vehicle  Code  and  mirrors 
statutory  provisions  in  high  salvage  volume  states  like  Illinois  and  California  where 
sah/age  title  laws  work. 

(2)  Stolen  vehicles  are  frequently  recovered  in  an  undamaged  condition.  The 
salvage  vehicle  definition  should  treat  those  vehicles  as  an  exception.  For  instance, 
the  "salvage  vehicle"  definition  might  read  as  follows:  "...  any  vehicle  over  which  an 
insurance  company  acquires  ownership  pursuant  to  a  total  loss  damage  settlement ... 
EXCEPT  for  a  stolen  vehicle  pending  its  recovery.  Upon  recovery,  the  vehicle  will  be 
designated  a  salvage  vehicle  if  wrecked,  destroyed,  or  damaged  to  the  extent  that  its 
fair  salvage  value  plus  the  cost  of  repairing  the  automobile  for  legal  operation  on  the 
roads  and  highways  exceeds  its  fair  market  value  Immediately  prior  to  the  occunrence 
causing  damage." 
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(3)  A  more  simplified,  less  prejudicJal  definition  of  "flood  vehicle'  would  be:  'A 
flood  vehicle  Is  any  vehicle  that  has  been  submerged  In  water  above  the 
dashboard/InstnjmenutJon  panel." 

NAII  believes  that  the  Task  Force  recommendations  to  modify  "sah^age  vehicle"  and 
'f^ood  vehicle"  definitions  will  not  Improve  laws  In  states  which  have  an  auto  theft 
problem.  Moreover,  adopting  definitions  which  deviate  from  the  custom  and  practice 
In  the  auto  Insurance  Industry  will  generate  unnecessary  expense  for  ail  parties  having 
an  interest  in  reducing  vehicle  theft  and  fraud. 

The  NAII  respectfully  requests  that  your  Committee  consider  the  concerns  raised  In 
this  letter,  and  we  would  be  happy  to  brief  you  and  your  staff  and  go  over  our 
recommendations  In  more  detail. 


Yours  sincerely, 


Terry  E{Jyrpin     ^ 
Vice  President  and 
Assistant  General  Counsel 


TET:ro 

cc:     Honorable  Cardiss  Collins 
Honorable  Carlos  Moorhead 
Honorable  Cliff  Stearns 
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Mrs.  Collins.  Mr.  Morse,  we  are  going  to  begin  with  you. 

STATEMENTS  OF  RICHARD  C.  MORSE,  CHAIRMAN,  MOTOR  VE- 
HICLE TITLING,  REGISTRATION,  AND  SALVAGE  COMMITTEE; 
ROBERT  A.  GRAHAM,  STAFF  ATTORNEY,  CENTER  FOR  AUTO 
SAFETY;  AND  GILBERT  L.  HOLMES,  COMMISSIONER,  INDI- 
ANA   BUREAU    OF    MOTOR    VEHICLES,    ACCOMPANIED    BY 

MARCiA  McAllister,   vice   chairman  and   general 

COUNSEL,  underwriters  SALVAGE  COMPANY 

Mr.  Morse.  Madam  Chairwoman,  thank  you  for  inviting  me  to 
testify  before  this  subcommittee  regarding  the  activities  of  the 
Motor  Vehicle  Titling,  Registration,  and  Salvage  Advisory  Commit- 
tee. 

As  chairman  of  the  committee,  I  was  just  1  of  27  members  and 
therefore  I  am  not  here  to  give  you  my  personal  views  but  to  pro- 
vide you  with  information  concerning  how  the  committee  func- 
tioned, the  issues  facing  the  committee  and  how  its  members  at- 
tempted to  resolve  them. 

As  you  know,  the  Anti-Car  Theft  Act  of  1992  required  the  Sec- 
retary of  Transportation,  working  with  the  Attorney  General,  to  es- 
tablish a  task  force  to  study  problems  relating  to  motor  vehicle  ti- 
tling, registration  and  controls  over  motor  vehicle  salvage  which 
may  affect  the  motor  vehicle  theft  problem.  This  study  was  to  in- 
clude an  examination  of  a  lack  of  uniformity  in  applicable  State 
laws. 

The  task  force  was  directed  to  consider  the  adoption  of  brands  on 
all  titles  indicating  the  vehicle  was  previously  issued  a  title  brand 
signifying  rebuilt,  reconstructed  or  flood,  and  to  submit  a  report 
containing  the  results  of  the  study  and  the  recommendations  nec- 
essary to  prevent  the  disposition  of  stolen  vehicles,  stolen  parts  and 
insurance  and  other  fraud.  For  that  reason,  the  act  mandated  the 
task  force  include  representatives  from  the  specific  interests  af- 
fected. 

After  the  Secretary  appointed  me  to  chair  the  committee,  and 
after  initial  review  of  the  membership  mandated  by  the  act,  I  rec- 
ommended to  the  Secretary  that  the  membership  be  broader  than 
the  statute  required.  As  a  result,  we  increased  the  membership  for 
some  industry  groups  and  State  law  enforcement. 

On  April  23,  1993,  Secretary  Pena  appointed  the  advisory  com- 
mittee, an  exceptionally  knowledgeable  and  innovative  group, 
which  held  five  meetings  between  July  1993  and  February  1994. 
The  composition  of  the  task  force  received  some  criticism  because 
membership  was  not  selected  from  consumer  advocate  groups;  how- 
ever, 14  of  the  27  members  were  from  State,  Federal,  and  local  gov- 
ernments, primarily  from  the  law  enforcement  communities,  who 
have  historically  protected  interests  of  consumers. 

The  formation  of  the  committee  brought  together  people  that  rep- 
resented very  diverse  interests  to  address  some  very  complex  is- 
sues. At  first  the  committee  meeting,  the  members  agreed  that,  to 
be  successful  meeting  the  requirements  of  the  act,  they  must  adopt 
uniform  definitions  pertaining  to  severely  damaged  vehicles  and 
uniform  procedures  that  the  States  must  use  in  titling  and  reg- 
istering all  of  these  vehicles,  whether  insured,  self-insured  or  unin- 
sured. 
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They  also  agreed  that  vehicles  that  sustained  major  damage  and 
are  rebuilt  must  be  inspected  to  ensure  that  they  are  roadworthy 
and  were  not  rebuilt  with  stolen  parts  before  they  can  be  registered 
for  use  on  public  highways.  With  these  goals  in  mind,  the  commit- 
tee began  its  work. 

The  members  looked  long  and  hard  at  the  definition  of  salvage 
contained  in  the  act.  The  majority  believed  that  a  threshold  of 
damage  sustained  was  needed  in  the  definition  of  salvage  to:  One, 
better  ensure  uniformity,  and  two,  control  the  rebuilding  and  re- 
turn to  road  the  of  severely  damaged  vehicles.  They  also  concluded 
that  once  salvage  was  controlled  and  brought  into  the  inspection 
process,  the  issue  of  junk  or  nonrepairable  vehicles  would  auto- 
matically be  resolved  and,  therefore,  determined  they  did  not  need 
a  threshold  or  damage  for  those  vehicles. 

Based  on  these  conclusions,  the  committee  adopted  a  series  of 
recommendations  for  uniform  definitions,  and  titling,  registration, 
and  inspection  procedures  that  must  be  instituted  by  the  States  to 
ensure  that  subsequent  purchasers  of  damaged  vehicles  are  made 
aware  of  previous  damage  so  that  they  may  pay  equitable  prices  for 
the  vehicles.  The  recommendations  also  will  ensure  that  the  rebuilt 
vehicles  are  safe  for  operation  and  no  stolen  parts  were  used  in  the 
repairs. 

The  committee  found  that  these  recommendations  must  be  ac- 
cepted and  put  into  place  as  a  package,  meaning  that  for  one  rec- 
ommendation to  be  effective,  all  must  be  in  place.  Taken  together 
as  a  package,  these  recommendations  would  ensure  that  severely 
damaged  vehicles  are  brought  under  control  by  the  States,  from  the 
time  the  damage  occurs  until  the  vehicles  are  either  properly  re- 
built and  reregistered  or  destroyed  and  eliminated  from  use  by 
both  the  public  and  the  criminal  element. 

The  committee's  recommendations  rely  on  the  States.  The  States, 
rather  than  the  seller  can  better  ensure  that  the  purchaser  is  made 
aware  of  the  previous  damage,  since  the  seller  has  the  most  to  gain 
by  hiding  the  previous  damage.  To  safeguard  against  the  creation 
of  certain  loopholes,  the  committee  also  recommended  that  the 
States  permanently  brand  the  vehicles  in  addition  to  branding  the 
titles,  and  that  States  initiate  better  controls  over  the  issuance  of 
duplicate  titles. 

As  the  committee  deliberated  on  the  issues,  many  difficult  com- 
promises had  to  be  made  by  several  members.  Some  of  the  rec- 
ommendations under  consideration  would  have  negative  impacts  on 
the  industries  they  represented.  But  the  members  bonded  together, 
determined  to  compile  a  list  of  recommendations  that  would  tightly 
control  severely  damaged  vehicles,  reduce  the  possibility  of  both 
auto  theft  and  consumer  fraud  and  enhance  the  safety  of  those  pur- 
chasing the  previously  damaged  vehicles. 

I  have  attached  the  committee's  recommendations  as  they  were 
adopted  to  my  written  testimony. 

There  were  few,  if  any,  close  votes  on  the  recommendations.  We 
are  very  fortunate  to  have  five  very  knowledgeable  State  motor  ve- 
hicle administrators  as  members.  The  matter  of  State  motor  vehicle 
and  titling  and  registration  is  very  complex.  Indeed,  the  debate 
over  some  issues  went  on  for  many  hours  and  we  attempted  to  ex- 
amine every  possible  solution  to  every  possible  problem. 
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The  committee  was  intent  on  finding  the  solution  that  all  States 
could  implement  with  a  minimal  cost  and  effort,  and  that  would 

Erotect  the  car-buying  consumers  without  increasing  unnecessary 
urdens  on  the  industry. 

I  am  very  proud  of  what  the  committee  accomplished.  We  got 
started  late  and  yet  met  its  mandate  well  ahead  of  the  statutory 
deadline. 
Again,  thank  you  for  inviting  me  to  testify  today. 
[The  prepared  statement  of  Richard  C.  Morse  follows:] 
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Written  testimony  of  Richard  C.  Morse,  Chairman,  Motor  Vehicle  Titling,  Registration,  and 
Salvage  Advisory  Committee 


Madam  Chairwoman  and  Members  of  the  Subcommittee:   Thank  you  for  inviting  me  to 
testify  before  this  subcommittee  regarding  the  activities  of  the  Motor  Vehicle  Titling, 
Registration,  and  Salvage  Advisory  Committee.   As  Chairman  of  the  Committee,  I  was  just  1 
of  27  members  and  therefore  I  am  not  here  to  give  my  personal  views  but  to  provide  you 
with  information  concerning  how  the  Committee  functioned,  the  issues  facing  the  Committee, 
and  how  its  members  attempted  to  resolve  them. 

As  you  know,  the  Anti  Car  Theft  Act  of  1992,  hereafter  referred  to  as  the  Act,  required  the 
Secretary  of  Transportation,  working  with  the  Attorney  General,  to  establish  a  task  force  to 
study  problems  relating  to  motor  vehicle  titling,  registration,  and  controls  over  motor  vehicle 
salvage  which  may  affect  the  motor  vehicle  theft  problem.   The  study  was  to  include  an 
examination  of  the  lack  of  uniformity  in  State  laws  regulating  vehicle  titling,  registration,  and 
salvage  of  used  vehicles  and  to  what  extent  the  lack  of  uniformity  allows  criminals  to  "wash" 
the  stolen  character  of  vehicles.   The  task  force  was  directed  to  consider  the  adoption  of  a 
brand  on  all  titles  indicating  that  a  vehicle  was  previously  issued  a  title  brand  or  title 
signifying  "rebuilt",  "reconstructed",  or  "flood".   The  task  force  was  further  required  to 
submit  a  report  containing  the  results  of  the  study  and  recommendations  necessary  to  prevent 
the  disposition  of  stolen  vehicles  or  major  components  of  stolen  vehicles  and  to  prevent 
insurance  and  other  fraud.    For  that  reason  the  Act  mandated  that  the  task  force  include 
representatives  from  the  Federal  Government;  motor  vehicle  manufacturers,  dealers  and 
distributors,  dismantlers,  recyclers,  and  salvage  dealers;  repair  and  body  shop  operators; 
scrap  processors;  insurers;  State  and  local  law  enforcement;  the  American  Association  of 
Motor  Vehicle  Administrators;  the  National  Insurance  Crime  Bureau;  and  the  National 
Committee  on  Uniform  Traffic  Laws  and  Ordinances. 

After  the  Secretary  appointed  me  to  chair  the  Committee,  and  after  an  initial  review  of  the 
membership  mandated  by  the  Act,  I  recommended  to  the  Secretary  that  membership  be 
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broader  than  the  statute  required  if  the  task  force  was  to  reflect  a  proper  balance  between 
affected  industries,  the  States,  the  law  enforcement  community,  the  Federal  government,  and 
others  with  different  view  points.   As  a  result,  although  the  Act  required  only  one 
representative  for  motor  vehicle  dealers  and  distributors,  we  selected  three  —  a 
representative  of  new  car  dealers,  used  car  dealers,  and  the  auto  auction  industry.   Likewise, 
whereas  the  Act  mandated  one  representative  for  motor  vehicle  dismantlers,  recyclers,  and 
salvage  dealers,  we  selected  two  —  one  for  dismantlers  and  recyclers  and  one  for  salvage 
dealers.    And,  although  the  Act  required  only  one  representative  for  motor  vehicle  repair  and 
body  shop  operators,  we  selected  a  representative  for  motor  vehicle  repair  operators,  as  well 
as  one  for  body  shop  operators.   We  also  added  an  additional  representative  from  State  law 
enforcement,  so  that  a  State  investigator  with  extensive  hands-on  experience  and  a  senior 
management  official  with  broad  experience  managing  a  large  State  law  enforcement  agency 
were  both  included.   On  April  23,  1993,  Secretary  Pefia  appointed  the  Motor  Vehicle 
Titling,  Registration,  and  Salvage  Advisory  Committee,  an  exceptionally  knowledgeable  and 
innovative  group,  which  held  five  meetings  between  July  1993  through  February  1994.   The 
composition  of  the  task  force  received  some  criticism  because  membership  was  not  selected 
from  the  consumer  advocate  groups.   However,  14  of  the  27  members  were  from  Federal, 
State,  and  local  governments,  primarily  from  the  law  enforcement  community,  who 
historically  have  protected  the  interests  of  consumers. 

The  formation  of  the  Committee  brought  together  people  that  represented  very  diverse 
interests  to  address  some  very  complex  issues.    At  the  first  Committee  meeting,  the  members 
agreed  that,  to  be  successful  in  meeting  the  requirements  of  the  Act,  they  must  adopt  uniform 
definitions  pertaining  to  severely  damaged  vehicles  and  uniform  procedures  that  the  States 
must  use  in  titling  and  registering  all  of  these  vehicles,  whether  insured,  self-insured,  or 
uninsured.   They  also  agreed  that  vehicles  that  sustained  major  damage  and  are  rebuilt  must 
be  inspected  to  ensure  that  they  are  roadworthy  and  were  not  rebuilt  with  stolen  parts  before 
they  can  be  registered  for  use  on  public  highways.   With  these  goals  in  mind,  the  Committee 
began  its  work. 
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The  members  looked  long  and  hard  at  the  definition  of  "salvage"  contained  in  the  Act.   The 
majority  believed  that  a  threshold  of  damage  sustained  was  needed  in  the  definition  of 
'salvage"  to  (1)  better  ensure  uniformity,  and  (2)  to  control  the  rebuilding  and  return  to  the 
road  of  severely  damaged  vehicles.   They  also  concluded  that  once  "salvage"  was  controlled 
and  brought  into  the  inspection  process,  the  issue  of  "junk"  or  "nonrepairable"  vehicles 
would  automatically  be  resolved.   Therefore,  they  determined  that  no  threshold  of  damage 
for  vehicles  incapable  of  being  safely  returned  to  the  road  was  necessary. 

Based  on  these  conclusions,  the  Committee  adopted  a  series  of  recommendations  for  uniform 
definitions,  and  titling,  registration,  and  inspection  procedures  that  must  be  instituted  by  the 
States  to  ensure  that  subsequent  purchasers  of  damaged  vehicles  are  made  aware  of  previous 
damage  so  that  they  may  pay  equitable  prices  for  the  vehicles.   The  recommendations  also 
will  ensure  that  rebuilt  vehicles  are  safe  for  operation  and  that  no  stolen  parts  were  used  in 
the  repairs.    The  Committee  found  that  these  recommendations  must  be  accepted  and  put  into 
place  as  a  package,  meaning  that  for  one  recommendation  to  be  effective,  all 
recommendations  must  also  be  in  place.   Taken  together  as  a  package,  these 
recommendations  would  ensure  that  severely  damaged  vehicles  are  brought  under  control  by 
the  States,  from  the  time  that  the  damage  occurs  until  the  vehicles  are  either  properly  rebuilt 
and  re-registered  or  destroyed  and  eliminated  from  use  by  both  the  public  and  the  criminal 
element.   The  Committee's  recommendations  rely  on  the  States.   The  States,  rather  than  the 
seller  can  better  ensure  that  the  purchaser  is  made  aware  of  previous  damage,  since  the  seller 
has  the  most  to  gain  by  hiding  the  previous  damage.   To  safeguard  against  the  creation  of 
loopholes,  the  Committee  also  recommended  that  the  States  brand  the  rebuilt  vehicles  in 
addition  to  branding  the  titles,  and  that  States  initiate  better  controls  over  the  issuance  of 
duplicate  titles. 

As  the  Committee  deliberated  on  the  issues,  many  difficult  compromises  had  to  be  made  by 
several  members.   Some  of  the  recommendations  under  consideration  would  have  negative 
economic  impacts  on  the  industries  they  represented.    There  were  those,  outside  of  the 
Committee,  that  felt  that  a  Committee  with  members  having  such  diverse  economic  interests 
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would  be  unable  to  resolve  the  issues  that  faced  it.    By  the  third  meeting,  it  became  apparent 
that  the  doubters  were  wrong.   The  members  had  bonded  together,  determined  to  compile  a 
list  of  recommendations  that  would  tightly  control  severely  damaged  vehicles,  reduce  the 
possibility  of  both  auto  theft  and  consumer  fraud,  and  enhance  the  safety  of  those  purchasing 
previously  damaged  vehicles. 

I  have  attached  the  Committee's  recommendations,  as  they  were  adopted.   There  were  few, 
if  any,  close  votes  on  the  recommendations.   In  fact,  many  of  the  issues  received  a 
unanimous  vote.   I  hope  that  I  have  not  made  the  tasks  and  accomplishments  of  the 
Committee  sound  too  simplistic.   We  were  very  fortunate  to  have  five  very  knowledgeable 
motor  vehicle  administrators  as  members.   The  matter  of  State  motor  vehicle  titling  and 
registration  is  very  complex.   Indeed,  the  debate  over  some  issues  went  on  for  many  hours 
and  we  attempted  to  examine  every  possible  solution  to  every  possible  problem.   The 
Committee  was  intent  on  finding  the  solution  that  all  States  could  implement  with  minimal 
cost  and  effort,  and  that  would  protect  the  car  buying  consumers  without  creating 
unnecessary  burdens  on  industry. 

I  am  very  proud  of  what  the  Committee  accoinplished.   The  Committee  got  started  late  and 
yet  met  its  mandate  well  ahead  of  the  statutory  deadline. 
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Recommendations  of  the  Motor  Vehicle  Titling,  Registration, 
and  Salvage  Advisory  Committee 

RECOMMENDATION  1.   UNIFORM  DEFINITIONS 

All  but  three  States  in  this  country  have  instituted,  or  are  now  in  the  process  of  instituting, 
some  form  of  title  branding  that  indicates  that  a  motor  vehicle  has  been  seriously  damaged  as 
the  result  of  an  accident  or  an  act  of  nature,  such  as  a  flood.   This  is  a  positive  step  toward 
preventing  thefts  of  vehicles  and  vehicle  parts,  and  toward  protecting  consumers  from 
unwittingly  purchasing  automobiles  that  have  been  rebuilt  unsatisfactorily  and/or  with  stolen 
parts.    Without  uniformity  in  the  most  basic  definitions  of  vehicles  that  are  no  longer  safe  for 
use  on  roads  or  highways,  however,  titling  problems  and  loopholes  cannot  be  corrected.    The 
Committee  recommends,  therefore,  that  Federal  legislation  be  enacted  to  require  the 
following  definitions  be  used  nationwide  to  describe  seriously  damaged  vehicles,  and  that  all 
States  be  required  to  use  these  definitions  in  determining  the  proper  title  designations  for 
vehicles  that  fall  within  the  categories  described. 

1.1  Salvage  Vehicle.   A  Salvage  Vehicle  is  any  vehicle  which  has  been 
wrecked,  destroyed,  or  damaged,  to  the  extent  that  the  total  estimated  or 
actual  cost  of  parts  and  labor  to  rebuild  or  reconstruct  the  vehicle  to  its 
pre-accident  condition  and  for  legal  operation  on  the  roads  or  highways, 
exceeds  75  percent  of  the  retail  value  of  the  vehicle,  as  set  forth  in  a 
current  edition  of  a  nationally  recognized  compilation  (to  include 
automated  data  bases)  of  retail  values,  as  approved  by  the  Secretary  of 
Transportation.    The  value  of  repair  parts  for  purposes  of  this  section  shall 
be  determined  by  using  the  current  published  retail  cost  of  the  original 
equipment  manufacturer  parts  or  the  actual  retail  cost  of  the  repair  parts  to 
be  used  in  the  repair.    The  labor  cost  of  repairs  for  purposes  of  this  section 
shall  be  computed  by  using  the  hourly  labor  rate  and  time  allocations 
which  are  reasonable  and  customary  in  the  automobile  repair  industry  in 
the  community  where  the  repairs  are  performed.    Salvage  Vehicle  shall 
also  include  any  vehicle  which  an  insurance  company  acquires  ownership 
to  pursuant  to  a  damage  settlement,  or  any  vehic.e  that  the  vehicle's  owner 
may  wish  to  designate  as  a  salvage  vehicle  by  obtaining  a  salvage  title, 
without  regard  to  extent  of  the  vehicle's  damage  and  repairs. 

1.2  Salvage  Title.   A  Salvage  Title  is  a  vehicle  ownership  document  issued  by 
the  State  to  the  owner  of  a  Salvage  Vehicle.     Ownership  of  the  vehicle 
may  be  transferred  on  a  Salvage  Title;  however,  a  vehicle  for  which  a 
Salvage  Title  has  been  issued  shall  not  be  registered  for  use  on  the  roads 
or  highways  unless  issued  a  Rebuilt  Salvage  Title.    A  Salvage  Title  shall 
be  conspicuously  labeled  with  the  word  "Salvage"  across  the  front. 

1.3  Rebuilt  Salvage  Title.    A  Rebuilt  Salvage  Title  is  a  vehicle  ownership 
document  issued  by  the  State  to  the  owner  of  a  vehicle  which  was 
previously  issued  a  Salvage  Title  and  such  vehicle  has  passed  anti-theft  and 
safety  inspections  by  a  State  to  ensure  the  vehicle  was  rebuilt  to  required 
standards.    A  Rebuilt  Salvage  Title  shall  be  conspicuously  labeled  with  the 
words  "Rebuilt  Salvage-Inspections  Passed"  across  the  front. 

1.4  Nonrepairable  Vehicle.   A  Nonrepairable  Vehicle  is  any  vehicle  which  is 
incapable  of  safe  operation  for  use  on  the  roads  or  highways  and  which  has 
no  resale  value  except  as  a  source  of  parts  or  scrap  only,  or  that  the  owner 
of  the  vehicle  irreversibly  designates  as  a  source  of  parts  or  scrap.    Such 
vehicle  shall  be  issued  a  Nonrepairable  Vehicle  Certificate  and  shall  never 
be  titled  or  registered. 
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1.5  Nonrepairable  Vehicle  Certificate.   A  Nonrepairable  Vehicle  Certificate 
is  a  vehicle  ownership  document  issued  by  the  State  to  the  owner  of  a 
Nonrepairable  Vehicle.    Ownership  of  the  vehicle  may  only  be  transferred 
two  times  on  a  Nonrepairable  Vehicle  Certificate.   A  vehicle  for  which  a  " 
Nonrepairable  Vehicle  Certificate  has  been  issued  can  never  be  titled  or 
registered  for  use  on  the  road  or  highways.    A  Nonrepairable  Vehicle 
Certificate  shall  be  conspicuously  labeled  with  the  words  "Nonrepairable" 
across  the  front. 

1.6  Flood  Vehicle.   A  Flood  Vehicle  is  any  vehicle  that  has  been  submerged 
in  water  to  the  point  that  rising  water  has  reached  over  the  door  sill  or  has 
entered  the  passenger  or  trunk  compartment.   This  disclosure  must  be 
made  at  the  time  of  transfer  of  ownership  and  the  brand  "Flood"  will  be 
conspicuously  entered  on  all  subsequent  titles  for  the  vehicle. 


RECOMMENDATION  2.   TITLING  AND  CONTROL  METHODS 

States  will  be  able  to  minimize  auto  theft  and  deter  irreputable  rebuilders  from  repairing 
severely  damaged  or  stolen  vehicles  and  selling  them  to  unsuspecting  customers  —  either 
through  auction  or  individual  sales  —  only  when  new,  uniform  controls  are  instituted 
nationwide.   To  that  end,  the  Committee  strongly  believes  that  the  title  of  a  vehicle  that 
meets  the  definition  of  a  salvage  vehicle  and  the  body  of  a  rebuilt  salvage  vehicle  should 
carry  a  permanently,  easily  identified  brand  that  has  been  uniformly  adopted  and  uniformly 
employ«i  nationwide,  and  that  vehicle  identification  numbers  of  vehicles  that  have  been 
flattened,  baled,  or  shredded  should  be  recorded  within  a  national  database  to  ensure  that 
criminals  cannot  affix  improper  VINs  to  stolen  vehicles  for  titling  purposes.    In  fact,  during 
the  first  meeting,  the  Committee  passed  a  resolution  that  motor  vehicle  titling  authorities 
should,  at  the  earliest  practicable  date,  indicate  on  a  newly  issued  title  for  any  vehicle, 
whether  information  readily  accessible  shows  that  the  motor  vehicle  had  previously  been 
issued  a  title  bearing  any  designation  indicating  that  it  was  salvage,  junk,  or  any  language  of 
similar  significance.    Further,  the  Committee  wholeheartedly  endorses  the  efforts  of  the 
American  Association  of  Motor  Vehicle  Administrators  in  developing  and  adopting  uniform 
vehicle  ownership  documents  and  recommends  that  these  efforts  continue.   Specifically,  the 
Committee  recommends  that  Federal  legislation  be  enacted  to  require  the  following. 

2.1  If  an  insurance  company  is  not  involved  in  a  damage  settlement,  the  owner 

must  apply  for  a  Salvage  Title  or  Nonrepairable  Vehicle  Certificate, 
whichever  is  applicable,  before  the  vehicle  is  repaired  or  the  ownership  of 
the  vehicle  is  transferred,  but  in  any  event,  within  30  days  after  the  vehicle 
is  damaged.    If  an  insurance  company  acquires  ownership  of  a  vehicle 
pursuant  to  a  damage  settlement,  the  insurance  company  must  apply  for  a 
Salvage  Title  or  Nonrepairable  Vehicle  Certificate  within  15  days  after  the 
title  is  properly  assigned  by  the  owner  to  the  insurance  company,  with  all 
liens  released.    If  the  insurance  company  leaves  the  damaged  vehicle  with 
the  owner,  the  State  can  allow  the  insurance  company  to:  (1)  notify  the 
owner  of  his  obligation  to  apply  for  a  Salvage  Title  or  Nonrepairable 
Vehicle  Certificate  for  the  vehicle  and  notify  the  State  motor  vehicle  titling 
office  that  a  Salvage  Title  or  Nonrepairable  Vehicle  Certificate  should  be 
issued  for  the  vehicle  or,  (2)  withhold  payment  of  the  claim  until  the 
owner  applies  for  a  Salvage  Title  or  Nonrepairable  Vehicle  Certificate.    If 
a  leased  vehicle  is  involved,  the  lessor  must  apply  for  a  Salvage  Title  or 
Nonrepairable  Vehicle  Certificate  within  15  days  after  being  notified  by  the 
lessee  that  the  vehicle  has  been  damaged.   In  addition,  any  person 
acquiring  ownership  of  a  damaged  vehicle  that  meets  the  definition  of  a 
Salvage  or  Nonrepairable  vehicle  for  which  a  Salvage  Title  or 
Nonrepairable  Vehicle  Certificate  has  not  been  issued,  must  apply  for  a 
Salvage  Title  or  Nonrepairable  Vehicle  Certificate,  whichever  is 
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applicable.   This  application  must  be  made  before  the  vehicle  is  further 
transferred,  but  in  any  event,  within  30  days  after  ownership  of  the  vehicle 
is  acquired. 

2.2  When  a  Nonrepairable  Vehicle  Certificate  is  issued,  the  State  records  shall 
be  so  noted. 

2.3  When  a  vehicle  has  been  flattened,  baled,  or  shredded,  whichever  comes 
first,  the  title  or  Nonrepairable  Vehicle  Certificate  for  the  Vehicle  shall  be 
returned  to  the  State,  within  30  days.   The  State  records  shall  be  updated 
to  indicate  the  destruction  and  no  further  ownership  transactions  for  the 
vehicle  will  be  permitted  by  any  State. 

2.4  When  a  Salvage  Title  is  issued,  the  State  records  shall  be  so  noted.    No 
State  shall  permit  the  retitling  for  registration  purposes,  or  issuance  of  a 
Rebuilt  Salvage  Title  for  a  vehicle  with  a  Salvage  Title,  without  a 
certificate  of  inspection  indicating  that  the  vehicle  has  passed  the  required 
anti-theft  and  safety  inspections  by  a  State.   This  shall  not  preclude  the 
issuance  of  a  new  Salvage  Title  for  a  Salvage  Vehicle  after  a  transfer  of 
ownership. 

2.5  After  a  vehicle  titled  with  a  Salvage  Title  has  passed  the  required  anti-theft 
and  safety  inspections  by  the  State,  the  inspection  official  will  affix  a 
"Rebuilt  Salvage  Vehicle-Inspections  Passed"  decal  to  the  left  front  door 
jamb  of  the  vehicle  and  issue  the  owner  of  the  vehicle  a  certificate 
indicating  that  the  vehicle  has  passed  the  required  anti-theft  and  safety 
inspections. 

2.6  The  owner  of  a  vehicle  titled  with  a  Salvage  Title  may  obtain  a  Rebuilt 
Salvage  Title  and  vehicle  registration  by  presenting  the  properly  assigned 
Salvage  Title  along  with  the  certificate  that  the  vehicle  has  passed  the 
anti-theft  and  safety  inspections  to  the  State.   The  State  may  issue  a  Rebuilt 
Salvage  Title  and  registration  to  the  owner.    When  a  Rebuilt  Salvage  Title 
is  issued,  the  State  records  shall  be  so  noted. 


RECOMMENDATIONS.   DUPLICATE  TITLES 

Duplicate  vehicle  titles  are  the  basis  for  a  number  of  motor  vehicle  and  title-related  crimes. 
For  instance,  a  fraudulently  obtained  duplicate  title  can  be  used  to  facilitate  the  expeditious 
sale  of  a  stolen  vehicle  or  serve  as  proof  of  ownership  to  facilitate  the  illegal  exportation  of  a 
vehicle.    They  can  also  be  employed  to  wash  salvage-related  brands  and/or  other  information 
off  a  certificate  of  title  or  to  avoid  branding  of  a  motor  vehicle  title  as  salvage,  and  have 
been  used  in  odometer  rollbacks,  insurance  fraud  (removing  a  damage  brand  to  stage  another 
accident,  for  instance),  "curbstoning"  of  motor  vehicles  (by  removing  names  from  the  chain 
of  ownership  on  a  title),  and  financial  fraud  (financing  or  "floor  planning"  the  same  vehicle 
through  two  financial  institutions). 

Many  States  already  have  procedures  in  place  to  control  the  issuance  of  duplicate  titles. 
Because  duplicate  titles  play  such  an  important  role  in  many  thefts  and  other  types  of 
vehicular  fraud,  however,  the  Committee  recommends  that  controls  on  the  issuance  of 
duplicate  titles  be  strengthened,  and  made  uniform  throughout  this  country.    To  this  end,  the 
Committee  recommends  that: 

3.1  If  duplicate  titles  are  issued  over  the  counter,  they  be  issued  only  to  the 

vehicle  owner,  and  then  only  after  proof  of  ownership  of  the  motor  vehicle 
and  personal  identification  with  photograph  is  presented. 
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3.2  Applications  for  duplicate  titles  be  multi-part  forms  with  a  sworn  statement 
as  to  the  truth  of  contents  from  the  applicants. 

3.3  When  a  power  of  attorney  is  used  to  obtain  a  duplicate  title,  the  duplicate 
title,  when  issued,  be  mailed  to  the  applicant  or  owner  as  requested  at  a 
street  address  (no  post  office  box). 

3.4  In  situations  where  a  power  of  attorney  is  used  for  application  for  duplicate 
title.  States  consider  mailing  one  part  of  the  multi-part  application  form  or 
similar  notice  to  the  owner  of  record  for  the  vehicle. 

3.5  States  restructure  fees  charged  for  duplicate  titles  in  order  to  offset  any 
additional  cost  incurred  as  a  result  of  the  adoption  of  these 
recommendations. 

3.6  Criminal  penalty  for  offenses  relating  to  illegal  application,  issuance,  or 
use  of  a  duplicate  title  be  a  felony  crime. 

3.7  Duplicate  titles  be  conspicuously  marked  "DUPLICATE"  across  the  front. 


RECOMMENDATIONS  4  AND  5.   INSPECTIONS  OF  REBUILT 
VEfflCLES 

A  carefully  rebuilt  salvage  vehicle  can  be  an  excellent  purchase.    It  will  often  look  and 
operate  like  a  previously  undamaged  vehicle  and  can  usually  be  purchased  for  significantly 
less  than  a  new  vehicle.    A  poorly  rebuilt  salvage  vehicle,  however,  may  look  just  as  good 
and  cost  the  same  amount,  but  have  stolen  parts  or  damage  that  has  not  been  corrected  and 
cannot  be  seen  by  an  untrained  consumer  eye.    As  a  part  of  its  legislative  mandate,  the 
Committee  was  required  to  establish  inspection  criteria  for  salvage  vehicles  that  have  been 
rebuilt  and  offered  for  sale.   This  inspection  program,  which  is  to  be  conducted  at  the  State 
level,  will  serve  two  purposes.    First,  by  accessing  available  data  systems,  the  inspection  will 
determine  if  stolen  parts  were  used  to  rebuild  a  vehicle.   Second,  it  will  determine  if  the 
vehicle  has  been  rebuilt  to  standards  that  will  ensure  the  safety  of  motorists  and  pedestrians. 

The  inspection  criteria  the  Committee  is  recommending  are  significantly  more  stringent  than 
routine  periodic  safety  inspections.   The  new  system  would  include  two  inspections:  a  VIN 
inspection  to  determine  if  the  vehicle  is  free  from  stolen  parts,  and  a  safety  inspection  to 
determine  whether  it  is  safe  for  road  and  highway  use.   The  Committee's  goal  in  establishing 
criteria  for  the  safety  inspection  is  to  ensure  that  a  rebuilt  salvage  vehicle  is  safe  for  road  and 
highway  use.    As  new  or  alternative  technologies,  tools,  and  methods  are  developed  or 
shown  to  accomplish  such  safety  inspections,  the  criteria  can  be  revised.    Recommendations 
specific  to  each  of  these  inspections  follow. 

Recommendation  4.   National  Uniform  Anti-Theft  Inspection  for  Rebuilt 
Salvage  Vehicles. 

4. 1  Requestors  for  inspections  provide  declaration  of  vehicle  damages  and 
replacement  parts,  supported  by  titles,  proof  of  ownership,  bills  of  sale, 
and  owner  affirmation. 

4.2  Component  parts  and/or  vehicles,  if  unidentified,  having  altered,  defaced, 
or  falsified  Vehicle  Identification  Number  (VIN)  be  contraband  and 
destroyed. 
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4.3  Provide  minimum  selection  and  training  standards  for  certified  vehicle  VIN 
inspectors  who  are  employed  under  each  State's  policies  and  regulations 
provided  through  guidelines  established  by  the  Secretary  of  Transportation 
with  no  inspectors  privately  contracted. 

4.4  Each  State  inspection  program  be  self- supported  by  fees  derived  from  the 
inspection  process. 

4.5  State  VIN  inspectors  be  afforded  immunity  acting  in  good  faith  when 
inspecting  rebuilt  salvage  vehicles. 

4.6  Recommended  VIN  inspection  forms  be  included  in  the  Committee's  report 
as  an  Appendix. 


Recommendation  5.     National  Uniform  Safety  Inspection  for  Rebuilt 
Salvage  Vehicles. 

5.1  All  States  institute  a  uniform  safety  inspection  for  Rebuilt  Salvage 
Vehicles. 

5.2  The  criteria  contained  in  the  American  Automobile  Manufacturers 
Association  1993  Handbook  for  Inspection,  supplemented  by  Section  9 
(Presence  of  Emission  Control  Components  of  the  American  Association  of 
Motor  Vehicle  Administrators/National  Highway  Traffic  Safety 
Administration  Recommended  Programs  for  Inspection  of  Motor  Vehicles 
Under  10,000  Lb.  GVWR  and  Section  8  (Body  Inspection)  of  the 
Saskatchewan  Government  Insurance  Taxi  and  Total  Loss  Vehicle  Safety 
Inspection  Program  be  adopted  as  the  minimum  standards  for  the  safety 
inspection  and  attached  as  an  Appendix  to  the  Committee's  report. 

5.3  If  the  States  contract  the  inspection  program  to  private  enterprise,  the 
private  enterprise  entities  be  approved  by  the  State  and  must  meet  training 
and  equipment  standards  established  by  the  Secretary  of  Transportation. 

5.4  The  vehicles  be  inspected  and  certified,  with  the  States  held  harmless  with 
respect  to  individual  repair  inspections,  but  not  with  respect  to  the  States' 
obligation  to  license  and  audit  the  performance  of  private  enterprise  chosen 
as  licensees. 


RECOMMENDATION  6.    EXPORTATION  OF  VEHICLES 

Criminals  frequently  export  stolen  vehicles  with  fraudulent  ownership  documents.    To 
prevent  stolen  vehicles  passing  through  customs  with  fraudulent  ownership  documents,  the 
Committee  recommends  that: 

6.1  No  motor  vehicle  may  be  exported  from  the  United  States,  by  transport, 

unless  the  exporter  presents  proof  of  ownership  to  U.S.  Customs  officials. 
Proof  of  ownership  is  a  secure,  unencumbered  title  or  manufacturer's 
statement  of  origin.    If  a  vehicle  is  encumbered,  the  exporter  must  also 
present  written  permission  from  the  lienhoider  to  export  the  vehicle.    U.S. 
Customs  officials  will  provide  the  Vehicle  Identification  Numbers  for  all 
vehicles  that  are  exported  to  the  National  Motor  Vehicle  Titling 
Information  System. 
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RECOMMEP«)ATION  7.   FUNDING 

In  making  its  recommendations,  the  Committee  is  fully  aware  that  there  will  be  related  costs 
to  public  agencies  at  the  Federal,  State,  and  local  level.   To  defray  these  costs,  the 
Committee  recommends  that: 

7.1  Funding  for  recommended  programs  be  derived  from  among  the 
following  sources: 

a.  Federal  appropriations  and  grants. 

b.  State  revenues  and  user  fees  (in  addition  to  the  recommended  user  fees 
for  safety  and  anti-theft  inspections  recommended  for  Salvage  vehicles, 
fees  could  also  be  charged  to  aU  users  of  motor  vehicles,  such  as  titling 
and  registration  fees.) 

c.  Federally  mandated  fees  collected  and  retained  by  the  States,  such  as  a 
national  fee  for  each  motor  vehicle  registration  issued. 

d.  Monies  obtained  through  recommended  enforcement,  such  as  penalties 
collected  for  violations  of  laws  and  regulations  and  proceeds  from  the 
sale  of  seized  contraband. 

7.2  Any  funds  obtained  and  earmarked  for  the  recommended  programs  be 
dedicated  for  the  sole  purpose  of  implementation,  administration,  and 
enforcement  of  these  programs. 


RECOMMENDATIONS.   ENFORCEMENT 

The  Committee  believes  that  its  recommendations  will  not  stem  the  problems  of  auto  theft 
and  fraud  unless  penalties  for  noncompliance  are  significant.  To  that  end,  the  Committee 
recommends  that: 

8.1  Investigative  authority  and  sanctions  against  violators  of  Committee 
recommendations,  once  enacted,  parallel  those  currently  contained  in 
Title  IV  of  the  Motor  Vehicle  Information  and  Cost  Savings  Act. 

8.2  A  portion  of  Federal  highway  funding  be  withheld  from  any  State  that 
does  not  comply  with  provisions  of  Federal  legislation  implementing 
the  recommendations  of  the  Committee,  within  3  years  after  enactment. 
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Mrs.  Collins.  Mr.  Holmes? 

STATEMENT  OF  GILBERT  L.  HOLMES 

Mr.  Holmes.  Good  afternoon,  Madam  Chairwoman  and  members 
of  the  subcommittee.  My  name  is  Gilbert  Holmes.  I  am  commis- 
sioner of  the  Indiana  Bureau  of  Motor  Vehicles  and  first  vice  chair- 
man of  the  American  Association  of  Motor  Vehicle  Administrators. 

This  afternoon,  I  am  pleased  to  appear  at  this  hearing  to  present 
testimony  on  behalf  of  the  Coalition  for  National  Motor  Vehicle  Ti- 
tling Reform.  This  coalition  represents  17  diverse  groups,  including 
State  motor  vehicle  administrators,  automobile  manufacturers, 
dealers,  auctions,  recyclers  and  law  enforcement  professionals.  A 
complete  list  of  the  coalition's  membership  as  well  as  its  mission 
statement  is  attached  to  my  testimony. 

I  would  also  add.  Madam  Chairwoman,  I  would  like  to  have  this 
entered  officially  as  part  of  your  deliberations. 

Mrs.  Collins.  All  statements  will  be  made  a  part  of  the  official 
record.  We  have  unanimously  agreed  to  do  so, 

Mr.  Holmes.  Thank  you  very  much,  ma'am. 

Mrs.  Collins.  There  have  been  no  exceptions. 

Mr.  Holmes.  Thank  you.  Appreciate  that. 

Joining  me  this  afternoon  is  Maria  McAllister,  representing  the 
American  Salvage  Pool  Association,  a  fellow  coalition  member  who 
will  assist  me  in  responding  to  any  questions  that  the  subcommit- 
tee may  raise. 

The  coalition  believes  that,  of  the  alternatives  available,  the  rec- 
ommendations of  the  Motor  Vehicle  Titling,  Registration,  Salvage 
Advisory  Committee  are  the  most  effective  means  of  addressing  the 
motor  vehicle  title  and  salvage  fraud  problem,  and  strongly  en- 
dorses the  enactment  of  these  recommendations.  Regretfully,  bur- 
densome requirements  imposed  on  States  and  the  automotive  in- 
dustry by  H.R.  3713  prevent  the  coalition  from  supporting  this  par- 
ticular legislation  fully. 

I  was  honored  to  have  served  as  one  of  the  five  motor  vehicle  ad- 
ministrators on  the  advisory  committee  and  can  assure  you  that 
from  firsthand  knowledge  that  these  recommendations  are  the  re- 
sult of  very  vigorous,  often  spirited  debate  among  committee  mem- 
bers. The  fruits  of  these  deliberations  are  34  specific  recommenda- 
tions, which  I  believe  take  a  comprehensive  and  balanced  approach 
to  protect  consumers  from  unsafe  salvage  vehicles  and  to  deter 
automobile  theft. 

Briefly  stated,  the  advisory  committee  recommended  national 
uniform  vehicle  definitions  and  title  brands  to  eliminate  the  cur- 
rent hodgepodge  of  terms  and  title  procedures.  The  advisory  com- 
mittee also  recommended  that  before  a  severely  damaged  vehicle 
was  allowed  back  on  the  road,  it  would  be  required  to  undergo  rig- 
orous safety  and  anti-theft  inspections  to  protect  the  consumer,  as 
well  as  the  public. 

I  would  note  at  this  point  that  during  the  course  of  its  delibera- 
tions the  advisory  committee  had  an  opportunity  to  review  H.R. 
3713,  but  determined  that  it  was  unnecessary  to  impose  the  addi- 
tional burdens  required  by  this  bill  on  government,  industry  and 
more  importantly,  the  consumers  to  achieve  the  advisory  commit- 
tee's objectives. 
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Copies  of  the  advisory  committee's  final  report  containing  its  rec- 
ommendations have  been  provided  to  the  subcommittee.  I  encour- 
age the  subcommittee  to  use  them  as  the  basis  for  any  Federal  leg- 
islation it  may  propose,  to  rectify — in  order  to  rectify  the  motor  ve- 
hicle title  salvage  and  fraud  problem. 

The  American  Association  of  Motor  Vehicle  Administrators  recog- 
nize the  need  for  national  uniform  standards  and  procedures  for 
branding,  inspecting  and  titling  salvage  vehicles,  by  unanimously 
endorsing  the  advisory  committee's  recommendations,  except  for  its 
highway  funding  sanctions,  at  its  recent  annual  membership  meet- 
ing in  Denver,  Colorado. 

In  my  limited  time  remaining,  I  must  address  a  few  specific  con- 
cerns that  the  coalition  has  with  the  provisions  of  H.R.  3713.  These 
concerns  focus  on  the  overly  burdensome  and  potentially  costly  dis- 
closure and  document  retention  requirements  of  the  legislation. 

First  of  all,  as  a  practical  matter,  both  State  and  vehicle  owners 
may  find  it  impossible,  in  many  instances,  to  comply  with  the  bill's 
detailed  vehicle  damage  disclosure  requirements.  Additionally,  H.R. 
3713  requires  that  such  disclosures  be  made  on  the  vehicle  title  at 
the  time  ownership  is  transferred.  Congress  recognizes  the  fact 
that  this*  Title  present  requirement*' is  often  unworkable  when  it 
amended  the  Truth  in  Mileage  Act  to  eliminate  that  requirement 
in  situations  where  the  title  was  unavailable  at  a  time  of  transfer. 

The  reasons  for  such  a  requirement  will  be  ever — even  further  di- 
minished once  the  National  Motor  Vehicle  Title  Information  Sys- 
tem, which  is  a  very  key  provision  of  the  Anti-Car  Theft  Act  of 
1992,  becomes  fully  operational.  This  system  will,  for  the  first  time, 
allow  instantaneous  nationwide  access  to  motor  vehicle  records  to 
confirm  the  ownership  of  motor  vehicles,  to  determine  the  accuracy 
of  vehicle  odometer  readings,  and  to  ascertain  whether  a  vehicle  is 
a  salvage  or  rebuilt  salvage  vehicle.  AAMVA  is  currently  working 
with  the  National  Highway  Traffic  Safety  Administration  to  secure 
funding  for  pilot  testing  of  this  new  system  which  is  scheduled  to 
begin  in  July  of  1995. 

I  have  one  final  statement.  Madam  Chairwoman. 

On  behalf  of  the  coalition,  I  wish  to  thank  you,  the  subcommit- 
tee, for  the  opportunity  to  present  testimony  on  this  important 
issue.  We  will  be  submitting  a  more  detailed  statement  expanding 
upon  the  comments  I  have  made  this  morning,  this  afternoon,  I 
should  say,  and  look  forward  to  working  with  the  subcommittee  to 
develop  a  very  workable  solution  to  the  motor  vehicle  title  and  sal- 
vage fraud  problem. 

At  this  time,  Marcia  and  I  would  certainly  be  pleased  to  answer 
any  questions  you  might  have  for  us. 

Mrs.  Collins.  Thank  you  very  much. 

And  let  me  take  this  opportunity,  in  as  much  as  you  did  mention 
this  morning,  to  thank  all  of  the  witnesses  for  readjusting  their 
schedules.  Unfortunately,  we  had  a  conflict  in  scheduling  that 
couldn't  be  remedied  in  any  other  way.  And  I  thank  all  of  you  for 
moving  the  hearing  back  to  this  very  late  hour  today.  I  am  sin- 
cerely sorry  that  I  didn't  mention  that  to  those  who  proceeded  you 
here. 

Mr.  Holmes.  You  are  very  gracious.  Thank  you. 

Mrs.  Collins.  Mr.  Graham. 
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STATEMENT  OF  ROBERT  A.  GRAHAM 

Mr.  Graham.  Madam  Chairwoman  and  members  of  the  commit- 
tee, my  name  is  Robert  Graham,  and  I  am  an  attorney  for  the  Cen- 
ter for  Auto  Safety.  The  Center  for  Auto  Safety  is  a  nonprofit 
consumer  advocacy  organization  founded  by  consumers'  union 
Ralph  Nader.  We  work  to  improve  vehicle  safety,  environmental  re- 
sponsibility and  consumer  protection  in  the  automotive  industry. 
We  thank  you  for  inviting  us  to  testify  concerning  H.R.  3713,  the 
Salvage  Vehicle  Title  Reform  and  Highway  Safety  Act. 

The  purpose  of  my  testimony  today  is  to  underscore  the  major 
themes  to  keep  in  mind  when  discussing,  debating  and  deliberating 
about  the  problem  of  salvage  vehicles.  Underlying  the  public  debate 
about  specific  issues  in  the  area  of  salvage  and  rebuilt  vehicles  are 
two  very  basic  and  simple  concepts:  One — latency,  which  is  the 
problem  of  unknown  prior  damage,  and  two,  disclosure,  the  pro- 
posed solution  to  the  problem.  I  would  like  to  devote  my  time  today 
to  discussing  these  two  concepts  with  you. 

First,  the  problem  of  latent  prior  damage  to  a  vehicle.  Latency 
is  the  reason  that  the  trade  and  salvage  and  otherwise  badly  dam- 
aged vehicle  implicate  safety  and  consumer  fraud  concerns.  Far  too 
frequently,  the  car  buyer  purchases  a  vehicle  knowing  only  what  he 
or  she  can  glean  from  a  quick  test  drive  and  a  kick  to  the  tires. 

The  consumer  seldom  has  the  expertise  or  time  entailed  in  a  seri- 
ous and  comprehensive  inspection  of  an  automobile.  Instead,  the 
purchaser  will  base  the  decision  to  buy  or  not  to  buy  on  a  super- 
ficial examination  and  the  representations  of  an  eager  salesperson. 

Now,  this  imbalance  of  expertise  and  information  would  pose  no 
problem  if  there  were  no  hidden  potential  dangers,  but  there  are. 
Vehicles  which  have  sustained  salvage  or  other  major  damage  in 
an  accident  often  suffer  from  structural  and  mechanical  com- 
promises undiscemible  to  the  untrained  eye.  A  vehicle  that  appears 
sound  on  the  surface  may  in  fact  require  extensive  renovation  to 
withstand  even  the  most  minimal  wear  and  tear  or  a  collusion. 

As  a  result,  an  unscrupulous  seller  can  effectively  obfuscate 
major  and  potentially  dangerous  damage  with  quick  fixes  and  cos- 
metic repairs.  Latent  damage  remains  just  that,  latent. 

How  do  you  remedy  the  latency?  Disclosure  of  information. 
Meaningful,  timely  disclosure  of  information.  Salient,  germane  ma- 
terial disclosure  of  information. 

In  order  to  afford  motorists  a  meaningful  choice  in  their  purchas- 
ing decisions,  they  must  have  the  data  that  will  ultimately  bear  on 
those  decisions.  Clearly,  major  damage  to  a  vehicle  affects  the  safe- 
ty and  long-term  soundness  of  that  vehicle.  It  only  stands  to  reason 
that  the  consumer  would  want  to  be  aware  of  the  extent  and  na- 
ture of  that  damage  before  any  money  changes  hands. 

Indeed,  in  a  recent  series  of  articles  in  the  St.  Petersburg  Florida 
Times,  a  number  of  consumers  that  bought  used  vehicles  without 
knowledge  of  prior  major  damage  to  those  vehicles  were  told  about 
their  automobiles'  hidden  history.  They  were  then  asked  would 
they  still  have  purchased  the  vehicle  had  the  seller  disclosed  to 
them  that  information?  Every  single  one  of  these  consumers  said 
that  they  would  not  have  bought  the  car  had  they  known  of  the 
prior  damage.  They  would  not  have  subjected  themselves,  their 
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families  and  the  community  at  large  to  the  potential  risk  and  cost 
that  their  vehicles  impose. 

The  key  to  effective  disclosure  then  is  twofold:  The  buyer  must 
have,  one,  the  material  information,  and  two,  they  must  have  that 
information  in  a  timely  manner. 

How  do  we  achieve  this?  Well,  with  regard  to  the  information,  if 
a  vehicle  has  suffered  salvage  damage,  flood  damage  or  major  acci- 
dent damage,  for  instance,  the  seller  must  disclose  that  fact. 

The  definition  of  major  accident  damage  has  been  a  sticking 
point  for  a  number  of  groups  interested  in  the  salvage  issue.  I  have 
heard  claims  that  a  simple  definition  would  be  overinclusive  and 
that  a  sufficiently  narrow  definition  would  be  too  complex.  I  do  not 
find  this  criticism  compelling. 

I  submit  to  you  that  a  bill  like  the  Wheat  bill  that  provides  for 
major  damage  disclosure,  can  and  should  contain  a  straightforward 
and  workable  definition  of  major  damage.  We  at  the  Center  for 
Auto  Safety  feel  that  a  threshold  damage  amount  of  $1,000  to 
structural,  mechanical  and  electrical  integrity  of  a  vehicle  should 
trigger  disclosure  requirements. 

The  second  facet  of  meaningful  disclosure  is  timeliness.  Cer- 
tainly, title  branding  goes  a  long  way  toward  that  end,  assuming 
that  the  title  is  available  to  the  buyer  at  or  before  the  time  of  sale. 
However,  I  would  be  equally  happy  to  see  a  requirement  of  a  writ- 
ten and  signed  statement  from  the  seller  disclosing  all  the  nec- 
essary damage  history.  The  onus  of  making  clear  to  the  consumer 
any  hidden  damage  or  prior  damage  history  then  would  affirma- 
tively rest  on  the  appropriate  party. 

Although  I  have  not  covered  every  issue  we  addressed  in  a  writ- 
ten statement — I  have  got  two  quick  sentences:  I  believe  that  if  you 
keep  in  mind  the  two  overarching  concerns  of  latency  and  disclo- 
sure, you  will  approach  this  issue  with  the  proper  concern  for  the 
safety  and  security  of  the  innocent  consumer.  I  further  believe  that 
in  light  of  what  I  have  described  to  you  today,  the  Wheat  bill  in- 
cludes much  of  what  a  good  salvage  bill  should.  Mind  you,  though, 
it  should  go  further. 

I  thank  you  for  your  time. 

[The  prepared  statement  of  Robert  A.  Graham  follows:] 

Statement  of  Robert  A.  Graham,  Staff  Attorney,  Center  for  Auto  Safety 

The  Center  for  Auto  Safety  greatly  appreciates  the  invitation  to  testify  before  this 
committee  regarding  a  mattir  of  senous  concern  to  those  in  the  safety  and 
consumer  communities.  I  am  an  attorney  with  the  Center,  a  non-profit  organization 
founded  by  Consumers  Union  and  Ralph  Nader  in  1970.  The  Center  works  mainly 
to  improve  vehicle  safety  and  reliability,  and  to  advance  consumer  protection  laws 
and  regulations. 

H.R.  3713,  a  bill  to  amend  the  Motor  Vehicle  Information  and  Cost  Savings  Act, 
addresses  the  issue  of  stolen  and  salvage  vehicle  titling,  a  problem  which  existing 
legal  environment  inadequately  confronts.  We,  as  consvuner  advocates,  feel  this 
question  to  be  of  sufficient  moment  to  merit  the  Congress'  immediate  action. 

The  magnitude  of  this  problem  becomes  apparent  when  one  looks  at  the  breadth 
of  the  trade  in  salvage  and  rebuilt  vehicles.  In  Pennsylvania  and  Michigan  alone, 
official  sources  have  estimated  that  as  many  as  70  percent  of  the  vehicles  wrecked 
in  traffic  accidents  reappear  as  salvage  or  rebuilt  autos.^  In  real  numbers,  this 
translates  to  around  12,000  vehicles  per  month  in  just  those  two  States.  Thirty 
thousand  vehicles  previously  designated  as  salvage  received  clean  titles  from  the 


^Automotive  Fleet  Magazine,  September  1992,  p.  64 
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Commonwealth  of  Kentucky  in  1992.  This  is  to  say  that  Kentucky  deemed  30,000 
cars  which  had  suffered  75  percent  damage  to  be  repaired  sufficiently  to  erase  any 
indication  of  prior  damage. ^  Presumably,  a  number  of  damaged  car  without  clean 
titles  also  returned  to  Kentucky  roads  during  that  time. 

Consumer  fraud  arises  in  this  context  because  of  the  nature  of  the  auto  sales  proc- 
ess. Far  too  frequently,  a  car  buyer  purchases  a  vehicle  knowing  only  what  he  or 
she  can  glean  from  a  quick  test  drive  and  a  kick  to  the  tires.  The  consumer  seldom 
has  the  expertise  or  the  time  entailed  in  a  serious  and  coinprehensive  inspection  of 
an  automooile.  Rather,  in  the  absence  of  some  disclosure  of  a  vehicle's  damage  his- 
tory, a  purchaser  will  base  the  decision  to  buy  or  not  to  buy  on  a  superficial  exam- 
ination and  the  representations  of  an  eager  salesperson.  As  a  result,  an  unscrupu- 
lous seller  can  effectively  obfuscate  major  and  potentially  dangerous  damage  to  a 
vehicle  with  quick  fix  and  cosmetic  repairs.  Latent  damage  remains  just  that — la- 
tent. 

The  present  legal  scheme  facilitates  such  conduct  in  three  ways.  First,  some 
States  will  remove  a  "salvage",  "rebuilt",  or  other  designation  from  a  title  once  the 
seller  performs  enough  repairs  to  satisfy  certain  minimum  inspection  standards. 
This  is  preciselv  the  practice  which  has  led  to  the  situation  in  Kentucky,  and 

f)romptea  that  State's  consumer  advisory  council  to  consider  possible  legislative  so- 
utions. 

The  matter  of  self-insured  fleets  and  rentals  bears  mentioning  here.  In  addition 
to  the  possibility  of  "de-branding''  cars  as  described  above.  State  salvage  laws  fre- 
quently do  not  apply  to  retired  fleet  and  rental  automobiles,  which  number  in  the 
millions.  For  instance,  in  1989,  the  Florida  State  legislature  rewrote  its  branding 
law  to  require  more  extensive  disclosure  than  extant  provisions  demanded.  The  new 
language,  however,  limited  the  scope  of  the  statute  to  insured  cars.  Whether  the  ex- 
emption of  self-insured  and  uninsured  vehicles  is  by  design  or  inattention  is  unclear. 
Nonetheless,  the  bottom  line  is  that  owners  of  exempted  vehicles  can  avoid  anv  and 
all  disclosure  merely  by  representing  that  the  automobile  is,  at  least,  "rebuildable" 
within  the  meaning  of  the  Florida  law.^ 

Second,  a  title  holder  can  obtain  a  clean  title  by  registering  a  salvage  automobile 
in  a  different  State  from  the  one  that  issued  the  branded  title.  While  virtually  all 
States  require  some  manner  of  title  branding  for  salvage  and  rebuilt  vehicles,  there 
is  neither  a  uniform  method  of  labelling,  nor  universal  reciprocal  recognition  of  title 
brands  upon  registration  in  a  new  jurisdiction.  A  seller  can  take  a  car  with  a  title 
marked  by  one  State  as  "salvage"  to  another  State,  then  re-register  the  car  and  thus 
"wash"  the  title.  He  or  she  can  then  sell  the  car  with  a  clean  title  to  an  unwitting 
customer,  even  in  the  State  of  origin.  As  such,  even  a  State  with  stringent  disclosure 
requirements  and  effective  enforcement  could  be  thwarted  in  its  efforts  to  deter 
consumer  fraud  and  promote  highway  safety. 

By  way  of  illustration,  witness  the  case  of  Texas  and  Arkansas.  In  1990,  Texas 
law  required  some  indication  of  prior  damage  on  a  vehicle's  title.  Arkansas,  on  the 
other  hand,  demanded  no  such  designation.  This  condition  encouraged  overzealous 
and  irresponsible  rebuilders  and  vendors  in  Texas  to  re-register  unsafe  automobiles 
in  Arkansas  and  thereby  obtain  a  more  marketable,  yet  misleading,  title.  Indeed, 
this  process  was  so  widespread  that  during  a  single  month  in  1990,  fully  8,000 
Texas  salvage  vehicles  appeared  in  Arkansas  for  a  title  wash. 

Third,  even  if  a  vehicle's  title  accurately  represents  its  prior  history,  the  buyer 
may  not  see  the  title  in  a  timely  manner,  and  thus  receives  no  benefit  from  the  dis- 
closures required  under  State  law.  If  the  title  to  an  automobile  rests  with  a  party 
other  than  the  seller,  e.g.,  a  bank  or  lienjholder,  the  consumer  might  not  obtain  ei- 
ther the  title  or  a  copy  thereof  until  some  time  after  the  actual  sale.  Thus,  despite 
stringent  and  extensive  branding  laws,  disclosure  on  the  title  becomes  meaningless 
in  the  absence  of  timely  revelation. 

The  potential  and  actual  costs  of  this  process  to  consumers  are  staggering.  The 
U.S.  Department  of  Transportation  has  estimated  that  the  practice  of  selling  rebuilt 
cars  as  undamaged  used  cars  costs  consumers  up  to  $4  billion  each  year.  When  one 
adds  to  this  figure  the  expense  a  market  for  stolen  parts  creates,  it  becomes  clear 
that  the  detriment  the  ultimate  buyer  suffers  is  merely  the  tip  of  the  iceberg.  High- 
er insurance  premiums,  greater  taxes  to  support  police  programs,  and  the  lilce, 
while  their  costs  are  more  diffuse,  each  take  a  si^ficant  toll. 

Of  equal  if  not  greater  concern  is  the  safety  impact  of  the  trade  in  salvage  and 
rebuilt  vehicles.  Much  is  left  to  chance  in  the  process  of  restoring  a  wrecked  auto- 
mobile to  roadworthy  condition.  Although  there  are  rebuilders  who  are  competent 
to  repair  a  damaged  vehicle,  even  they  cannot  account  for  every  variable  which  af- 
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fects  the  car's  safety  and  reliability.  This  is  particularly  true  in  the  context  of  major 
damage,  where  the  entire  vehicle,  not  merely  a  portion  thereof,  suffers  in  some  man- 
ner. 

In  the  case  of  fraudulent  sellers  who  seek  only  to  repair  a  vehicle  cosmetically, 
the  dangers  are  manifest.  A  vehicle  which  appears  sound  on  the  surface  may,  m 
fact,  require  extensive  renovation  to  withstand  the  most  minimal  wear  and  tear  or 
collision.  Such  mechanical  and  structural  compromise  create  a  serious  risk  of  acci- 
dent not  just  to  the  driver  of  the  vehicle,  but  also  to  other  motorists.  As  Pete 
Lukasiak,  Executive  Director  of  the  National  Auto  Auction  Association,  indicates, 
"in  some  cases,  these  cars  are  literally  falling  apart,  and  people  could  be  injured  or 
killed."" 

The  extent  to  which  a  seller  or  rebuilder  might  try  to  hide  the  dangers  in  a  dam- 
aged vehicle  is  astounding.  Jim  Grant,  a  garage  manager  and  columnist  for  the  Con- 
cord, MA  Sunday  Monitor,  recounts  the  story  of  a  buyer  of  a  used  truck.  Upon  in- 
spection of  this  truck,  Mr.  Grant  discovered  that  the  seller  had  replaced  portions 
of  the  frame  in  some  parts  with  insulation  foam  cut  to  the  shape  of  eroded  areas, 
and  in  others  with  tin  foil  and  tape.  The  seller  then  added  undercoating  to  give  the 
frame  a  sound  and  uniform  appearance.  Evidently,  this  trick  was  effective  enough 
to  fool  the  State  safety  inspector  into  clearing  the  truck  for  use.^  One  can  only  imag- 
ine how  this  vehicle  might  have  fared  after  normal  use,  much  less  in  an  accident. 

"Clipped"  vehicles  simply  compound  the  problem.  A  clipped  automobile  is  one 
which  consists  of  the  front  end  of  one  unibody  car,  and  the  rear  of  another.  These 
cars  frequently  suffer  from  poorly-fitting  components  and  a  number  of  mechanical 
difficulties  associated  with  an  imprecise  match  between  the  two  portions  of  the  cars. 
As  a  result,  such  vehicles  experience  unexpected  breakdowns,  which  contribute  to 
the  potential  for  accidents.  Further,  in  the  event  of  an  accident,  they  do  not  function 
properly  due  to  the  illfit  and  compromised  frame. 

"Flood"  vehicles  pose  a  danger  of  a  different,  yet  equally  insidious  nature.  Flood 
vehicles  are  those  automobiles  which,  for  one  reason  or  another,  have  been  sub- 
merged in  some  manner  of  water.  The  water  infiltrates  every  portion  of  the  car,  pos- 
sibly damaging  each  area  in  a  different  way.  Most  significant  for  safety  purposes 
is  the  damage  to  the  electrical  system.  Erosion  of  the  vehicle's  electrical  system  can 
lead  to,  among  other  things,  fires,  ABS  failure,  and  power  steering  failure.  More- 
over, these  latent  dangers  might  not  come  to  light  until  long  afler  the  submersion 
episode.  The  process  of  oxidation  and  erosion  is,  by  its  very  nature,  a  long  one.  As 
such,  even  close  physical  inspection  of  a  flood  vehicle  may  not  reveal  the  risk  in- 
volved in  the  purchase  and  use  of  that  automobile. 

We  now  turn  our  attention  to  the  salvage  advisory  committee's  study.  Although 
the  committee  was  thorough  in  its  methods  and  analysis,  we  would  like  to  indicate 
where  we  feel  that  its  recommendations  fall  short. 

First,  at  tiie  very  outset,  the  committee  mentions  then  abandons  the  matter  of 
"major  damage"  vehicle  labelling,  reasoning  that  to  address  the  issue  would  require 
greater  time  and  resources  than  it  had  available.  The  difficulty  entailed  in  an  exam- 
ination of  the  major  damage  issue,  however,  should  not  have  precluded  any  and  all 
discussion  of  the  possibility  of  such  branding.  Indeed,  the  Wheat  bill  effectively  dem- 
onstrates that  the  committee  could  have  addressed  less-than-salvage  damage  in  a 
simple  and  comprehensible  manner. 

We  feel  that  major  damage  branding  is  a  crucial  element  of  any  effective  salvage 
bill.  Salvage  branding,  while  it  would  significantly  reduce  the  amount  of  consumer 
fraud  and  the  number  of  unfit  vehicles  on  the  road,  simply  cannot  account  for  all 
the  damage  information  germane  to  a  consumer's  decision  whether  to  purchase  a 
vehicle.  It  matters  not  to  a  consumer  whether  the  damage  comes  from  a  salvage  ac- 
cident or  non-salvage  repair;  it  matters  only  that  the  vehicle  has  significant  pre- 
vious undisclosed  accident  damage.  A  flat  dollar  figure  major  damage  brand  would 
catch  the  lion's  share  of  those  cars  that  fall  through  the  cracks  which  salvage  label- 
ling leaves. 

Second,  it  is  important  that  a  government  agency  with  a  si^ificant  background 
in  consumer  protection  have  a  role  in  the  process  of  rulemaking  and  enforcement 
under  any  national  title-branding  initiative.  The  advisory  committee  did  not  include 
a  representative  from,  for  instance,  the  Federal  Trade  Commission  or  advocacy 
group  like  the  Center  for  Auto  Safety;  hence  its  recommendations  are  suspect.  'The 
committee  seemed  to  assume  that  the  appropriate  agency  to  handle  title-oranding 
is  the  National  Highway  Traffic  Safety  Administration.  We  do  not  disagree  that 
NHTSA  would  have  jurisdiction  over  l£is  matter  as  a  result  of  its  handling  of  the 
odometer  laws.  However,  experience  in  the  mechanics  of  title  transfer  alone  cannot 
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serve  as  a  substitute  for  expertise  in  the  area  of  consumer  fraud.  Salvage  labelling 
is  a  consumer  issue,  as  well  as  a  safety  issue.  As  such,  we  feel  that  the  FTC  should 
have  a  major  role  in  the  process,  if  not  concurrent  jurisdiction  over  branding  issues. 

Another  issue  the  advisory  committee  failed  adequately  to  address  is  that  of  Fed- 
eral preemption.  The  notion  of  uniformity  figures  prominently  in  the  committee  re- 
port, but  the  Congress  should  bear  in  mind  that  uniformity  should  not  be  its 
overarching  concern.  Rather,  a  salvage  bill  should  use  uniform  requirements  as  a 
tool  to  effect  the  primary  goals  of  safety  and  consumer  protection.  Where  a  national 
standard  does  not  serve  those  ends  as  well  as  does  a  more  stringent  State  rule,  uni- 
formity must  take  a  back  seat.  A  "no  preemption"  clause,  like  that  contained  in  Rep- 
resentative Wheat's  proposal,  would  ensure  that  States  will  have  the  option  of  pro- 
viding an  extra  measure  of  protection  to  their  citizenry. 

To  illustrate  the  importance  of  such  a  provision,  witness  the  California  "lemon" 
branding  laws.  California  not  only  requires  that  a  vehicle  repurchased  by  a  manu- 
facturer under  a  lemon  buyback  so  indicate  on  the  title,  it  also  demands  that  the 
vehicle's  registration  signify  its  prior  lemon  status.  California  consumers,  as  well  as 
consumers  in  other  States,  also  have  at  their  disposal  statutory  and  common  law 
fraud  causes  of  action  further  deterring  insufficient  disclosure  at  the  time  of  sale. 

The  single  largest  obstacle  to  a  consumer's  vindication  of  his  or  her  State 
consumer  protection  rights  has  been  discovery  of  the  fraud  or  misrepresentation.  By 
requiring  registration  as  well  as  title  branding,  California  has  found  a  more  effective 
way  of  alerting  consumers  to  the  prior  history  of  the  vehicle  they  purchased.  Such 
innovation  in  consumer  protection  at  the  State  level  should  be  encouraged  and  pro- 
tected from  Federal  preemption.  Unless  the  legislation  contains  an  express  savings 
clause,  those  who  would  wish  to  circumvent  stricter  State  laws  will  argue  that  any 
Federal  law  preempts.  For  damage  disclosure,  this  means  the  abrogation  of  common 
law  and  statutory  private  actions  for  fraud. 

If  the  final  legislation  extends  to  lemon  disclosure  as  does  the  Senate  bill,  spon- 
sored by  Senator  Exon,  in  the  absence  of  a  "no  preemption"  clause,  a  national  law 
would  likely  deprive  CaUfomians  of  valuable  tools  in  fighting  consumer  deception 
in  the  sale  of  recycled  lemons. 

Finally,  as  a  general  matter,  the  advisory  committee  stated  that  its  aim  was  to 
"ensure  that  each  recommendation  provided  safety  and  financial  benefits  that  far 
outweighed  any  negative  impacts."  We  find  this  to  be  an  inappropriate  analytical 
perspective.  When  me  measures  intended  to  serve  consumer  interests  must  "far  out- 
weigh" any  negative  impact,  those  consumer  interests  will  ultimately  suffer  in  the 
name  of  even  minor  negative  effects.  It  seems  paradoxical  that  the  committee  should 
so  disadvantage  concerns  it  attempts  to  address.  A  more  fitting  approach  would 

Elace  safety  and  buyer  protection,  the  focus  of  the  move  toward  a  national  title- 
randing  law,  on  a  more  equal  footing  with  other  factors. 

We  have  no  doubt  that  this  committee  appreciates  the  gravity  of  the  issue  at 
hand.  We  further  believe  that  the  Congress  will  pass  a  salvage  bill.  Our  concern 
here  is  that  those  intended  to  benefit  from  such  legislation  actually  derive  a  mean- 
ingful benefit.  Not  enough  will  come  of  this  initiative  if  the  Congress  loses  sight  of 
the  goals  of  safety  and  disclosure  by  treading  too  lightly  or  not  far  enough.  The 
Wheat  bill  goes  a  long  way  toward  addressing  this  concern.  Nonetheless,  the  com- 
mittee should  enter  the  salvage  debate  with  the  reservations  we  have  just  discussed 
in  mind. 

Mrs.  Collins.  Thank  you. 

Mr.  Morse,  was  there  any  membership  in  the  task  force  from,  as 
far  as  you  know,  from  the  consumer  advocacy  groups? 

Mr.  Morse.  No  ma'am,  not  per  se  from  consumer  advocacy 
groups. 

Mrs.  Collins.  Can  you  tell  us  whv? 

Mr.  Morse.  We  tried  to  stick  as  close  to — when  we  were  selecting 
the  membership  to  the  mandate  of  the — contained  in  the  Anti-Car 
Theft  Act.  It  specified  that  at  least  a  certain  number  of  people  from 
each  one  of  the  various  entities  be  appointed.  In  discussions  with 
my  senior  management,  the  Secretary's  office,  we  were  afraid  that 
getting  the  committee  too  large  would  be  unmanageable.  We  did 
expand  in  a  couple  of  areas  to  ensure — because  the  act  specified 
one  person  from  two  different  groups,  we  wanted  to  make  sure  both 
groups  were  represented  because  they  had  diverse  interests. 
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Mrs.  Collins.  But  did  you  think  that  maybe  someone  from  the 
consumer  advocacy  groups  might  have  had  a  balancing  effect  on 
the  decisions  that  were  being  made? 

Mr.  Morse.  I  don't — in  my  personal  opinion,  I  don't  believe  the 
recommendations  would  have  been  any  different.  Again,  14  of  the 
27  members  were  from  the  law  enforcement  community.  State, 
Federal  and  local  employees.  My  job  for  the  last  19  years  in  the  De- 
partment of  Transportation  has  been  to  look  out  for  the  consumers' 
interest.  So  I  don't  think  the  recommendations  would  have  been 
any  different. 

Mrs.  Collins.  Well,  I  have  here  the  act  itself,  under  the  section 
that  is  called  the  National  Stolen  Auto  Part  Information  System, 
and  I  am  looking  now  at  section  609,  and  it  tells  how  all  this 
should  be  done.  And  then  under  that,  under  membership,  it  says 
under  J-1:  An  individual  appointed  by  the  Attorney  General  is 
qualified  to  represent  the  interest  of  consumers.  And  that  seemed 
to  me  that  it  would  have  been  not  only  the  right  thing  to  do  but 
a  legal  thing  to  do  to  have  a  consumer  on  there. 

Since  a  consumer  was  not  on  there,  no  consumer  group  was  on 
there,  there  has  been  no  consumer  participation  in  that.  So  be  it. 
It  is  done  now  anyway.  I  just  wanted  to  point  that  out  to  you. 

The  task  force  recommended  that  a  salvage  vehicle  be  one  that 
is  defined  with  repairs,  whose  repairs  are  75  percent  of  the  value 
of  the  motor  vehicle.  Was  this  decision  unanimous? 

Mr.  Morse? 

Mr.  Morse.  No  ma'am. 

Before  I  respond  to  that,  I  would  like  to  respond  to  your  state- 
ment about  the  requirement  of  a  consumer. 

Mrs.  Collins.  Go  ahead. 

Mr.  Morse.  That  was  a  different  committee  that  you  are  refer- 
ring to.  That  is  the  National  Stolen  Parts  Advisory  Committee. 
There  was  no  mandate  in  our  committee. 

Mrs.  Collins.  I  stand  corrected. 

Mr.  Morse.  One  of  the  members  was  a  Kenneth  Jost,  who  is 
with  the  Office  of  Consumer  Litigation,  Department  of  Justice,  who 
prosecutes  consumer  fraud  cases. 

Going  back  to  the  75  percent,  no,  it  was  not.  This  was  probably 
the  most  hotly-debated  issue.  The  entire  first  meeting  of  2  days 
and  half  of  the  second  meeting  was  devoted  to  trying  to  establish 
a  threshold  of  damage.  I  believe  in  Mr.  Boehly's  comments  that  he 
referred  to  going  too  high  to  where  there  is  a  safety  and  a  real 
consumer  fraud  and  safety  problem,  and  going  too  low,  to  where 
the  disclosure  means  nothing.  I  believe  there  were,  if  I  am  not  mis- 
taken, four  or  five  members  that  voted  against  the  75  percent. 

Mrs.  Collins.  To  what  extent  do  you  think  that  State  laws 
should  be  preempted  by  any  Federal  law  in  this  area? 

Mr.  Graham? 

Mr.  Graham.  Only  to  the  extent  that  Messrs.  Brauch  and 
Taterka— Taterka 

Mrs.  Collins.  Mr.  Taterka. 

Mr.  Graham.  Taterka — I  am  sorry  about  that. 

As  I  believe  that  we  mentioned  in  our  written  statement,  a  num- 
ber of  States  have  far  more  stringent  laws  than  the  Wheat  bill 
seems — provides.  Iowa,  for  instance,  as  Mr.  Brauch  has  indicated, 
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has  a  50  percent  threshold  for  salvage  and  a  $3,000  major  damage 
definition.  Although  there  is  no — although  the  Wheat  bill  does  pro- 
vide for  a  study  on  major  damage  and  for  the  National  Highway 
Traffic  Safety  Administration  to  set  forth  the  definition  of  major 
damage,  there  is  no  explicit  definition  of  it  within  the  statute. 

Whereas  in  Iowa,  of  course,  they  have  already  got  one,  a  defini- 
tion of  $3,000.  South  Dakota  has  got — South  Dakota  and  North  Da- 
kota have  very  stringent  standards.  North  Carolina  has  got  a  25 
percent  salvage  standard. 

Mrs.  Collins.  What  do  you  think  about  a  Federal  law  preempt- 
ing all  States? 

Mr.  Graham.  Preempting  all  States? 

Mrs.  Collins.  Yes. 

Mr.  Graham.  Again,  all  I  can  say  is  that  the  Federal  law  should 
act  as  a  floor.  It  shouldn't  prevent  innovation  at  the  State  level. 

Mrs.  Collins.  Mr.  Holmes,  what  do  you  think  about  preemption? 

Mr.  Holmes.  I  think  I  agree  with  those  who  have  spoken  earlier, 
Madam  Chairwoman.  I  think  preemption  should  not  be  the  thing 
that  makes  this  happen.  I  think  that,  though,  it  is  very  critical  that 
uniform  standards  be  adopted. 

The  major  problem  that  we  at  the  State  level  encounter  across 
jurisdictional  lines  is  that  there  are  no  uniform  ways  of  doing  this 
business.  And  that  is — and  those  people  who  would  choose  to  de- 
fraud, to  commit  fraud  in  the  transaction  of  automobile  sales,  rec- 
ognize that  full  well  and  take  full  advantage  of  that.  I  think  we 
will  have  made  a  significant  inroad  in  this  issue  when  we  do  have 
uniform  standards. 

Mrs.  Collins.  OK.  Yes. 

Mr.  Morse,  what  do  you  think  about  it?  Preemption. 

Mr.  Morse.  Pardon  me? 

Mrs.  Collins.  Preemption. 

Mr.  Morse.  The  preemption  issue,  in  some  cases,  if  you  don't 
have  some  preemption,  particularly  in  certain  portions  of  what  we 
are  recommending,  takes  away  from  the  uniformity.  One  of  the 
problems  that  we  have  right  now  is  salvage  in  one  State  does  not 
mean  necessarily  the  same  thing  in  the  adjoining  State.  And  it  is 
important,  I  think,  that  the  consumers  know  that  salvage,  if  the 
committee  recommendations  are  enacted  or  the  Wheat  bill,  is  a 
percentage  of  the  car.  It  gives  them  a  better  opportunity  to  know 
what  the  car  is  worth  and  what  problems  they  may  have  with  it. 

In  the  odometer  laws,  which  I  am  very  familiar  with  because  I 
enforce  them,  we  have  set — we  have  exempted  all  vehicles  over  10 
years  old  from  the  odometer  requirements  because  we  don't  feel 
mileage  is  important  in  those  cars.  Some  States  are  continuing  at 
25  years  old  before  they  are  exempted.  What  we  have  got  going  on 
right  now  is  those  States  that  are  exempting  the  10-year-old  vehi- 
cles and  there  is  no  disclosure  on  the  title,  the  States  requiring  25 
percent  won't  accept  the  titles,  and  I  get  involved  in  trying  to  nego- 
tiate a  reason  for  that.  I  think  that  is  one  of  the  issues  that  has 
to  be  looked  at. 

Mrs.  Collins.  Mr.  Holmes,  it  would  seem  that  one  major  purpose 
of  this  legislation  should  be  to  give  consumers  notice  that  the  type 
of  motor  vehicle  they  are  purchasing  is  safe  or  unsafe,  in  a  way  of 
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speaking.  H.R,  3713  makes  sure  that  consumers  know  by  requiring 
the  seller  to  make  a  disclosure  at  the  time  of  purchase. 

The  sticker  approach  proposed  by  the  coalition  will  only  serve  as 
a  notice  if  consumers  know  to  look  for  the  sticker.  So  then  I  have 
two  questions:  One,  there  would  have  to  be  a  system  of  consumer 
education  for  the  sticker  system  to  work;  wouldn't  there? 

Second,  why  not  just  prohibit  the  seller  from  making  any  mis- 
leading representations,  as  H.R.  3713  would  do? 

Mr.  Holmes.  Those  are  excellent  questions,  Madam  Chair- 
woman. The  first  part  of  your  question,  if  I  understood  it  correctly, 
is  who  has  responsibility  for  educating  the  consumer?  I  feel  full 
well  that  the  State  has  the  responsibility  to  ensure  that  the  citi- 
zens know  what  the  law  is  in  this  regard.  I  also  would 

Mrs.  Collins.  And  who  would  fund  it,  would  the  State  fund  it? 

Mr.  Holmes.  I  would  think  it  is  the  responsibility  of  the  State 
to  have  the  responsibility  for  informing  and  advising  consumers  of 
their  rights.  We,  in  our  State,  as  an  example,  and  in  the  Associa- 
tion, are  constantly  publishing  more  and  more  literature  so  citizens 
can  make  informed  decisions  on  whether  they  are  abiding  by  the 
law  or  not.  That  remains  their  responsibility. 

I  also  think  the  media  would  be  very  vitally  interested  in  making 
sure  that  everyone  knew  what  the  law  is  in  this  regard  because 
they  have  such  uniform  interest,  so  that  is  my  response  to  the  first 
question. 

Mrs.  Collins.  The  second  question  is  why  wouldn't  you  just  pro- 
hibit the  seller  from  making  any  kind  of  misleading  representation, 
ac  H.R.  3713  does? 

Mr.  Holmes.  I  think  that  perhaps  H.R.  3713  assumes  that  most 
of  the  sales  that  take  place,  take  place  between  an  unsavory  dealer 
and  a  consumer.  The  truth  of  the  matter  is,  that  probably  50  to  70 
percent  of  the  car  sales  that  take  place  take  place  from  point-to- 
point  sales.  It  is  a  person,  a  parent  transferring  the  title  or  owner- 
ship of  their  car  to  another  member  of  the  family  or  next-door 
neighbor,  a  fraternity  brother  selling  his  car  to  someone  else  when 
he  is  leaving  school. 

Mrs.  Collins.  I  don't  think  a  parent  would  sell  a  damaged  car 
to  his  child. 

Mr.  Holmes.  Not  knowingly,  but  this  assumes  they  know  all  the 
issues  on  their  own  car,  and  I  think  that  is  the  crux  of  the  problem. 
But  what  this  bill  has  the  appearance  of  doing  is  forcing  a  person 
to  become  unwittingly  a  criminal,  requiring  him  to  know  all  the 
history  that  is  not  available  to  them.  I  think  at  the  point  the  dam- 
age occurs 

Mrs.  Collins.  Now  wait  a  minute.  If  the  parent  had  bought  a 
used  car  and  not  known  the  history  of  that  car,  that  is  one  thing, 
but  if  the  parent  has  a  new  car  and  decides  to  transfer  title  of  that 
new  car  he  had  used  for  2  years  to  his  child,  he  would  know  the 
history  of  that  car  and  know  whether  or  not  there  had  been  any 
damage,  or  so  forth. 

Mr.  Holmes.  That  is  assuming  a  new  car.  Being  a  parent  of  col- 
lege kids  myself,  I  can  tell  you  we  don't  give  them  new  cars.  We 
give  them  used  cars.  Very  often  the  used  car  is  one  that  was  pur- 
chased by  the  parent  or  by  someone  else  and  the  child  was  not  at 
a  majority  age,  couldn't  own  a  car.  That  kind  of  thing  occurs. 
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Maybe  it  is  a  bad  example,  but  there  also  are  transfers  of  auto- 
mobiles that  occur  point-to-point,  50  to  70  percent,  and  we  feel  that 
at  the  point  the  damage  occurs  is  the  time  to  start  the  accountabil- 
ity, not  the  point  of  sale.  And  that  is  a  major  difference,  but  I  think 
it  is  one  that  is  worth  noting. 

Mrs.  Collins.  You  agree  with  that,  Mr.  Morse? 

Mr.  Morse.  Most  definitely. 

Mrs.  Collins.  I  thought  you  would. 

What  about  you,  Mr.  Graham? 

Mr.  Graham.  I  am  trying  to  understand  the  whole  parent  meta- 
phor. 

Mrs.  Collins.  Forget  about  the  parent.  We  went  through  the 
parent,  now  we  are  somewhere  else. 

Mr.  Graham.  Well,  granted,  perhaps  50  percent  of  these  sales 
are  private  placements,  regardless. 

Mrs.  Collins.  But  there  are  others,  you  want  to  talk  about  the 
others  that  are  not;  is  that  right? 

Mr.  Graham.  I  want  to  talk  about  both  of  them.  I  think  that  the 
Wheat  bill  has  got  the  right  perspective.  They  apply  universally  be- 
cause there  is  nothing  to  suggest  that  in  private  placements  there 
is  any  less  of  a  risk  of  fraud.  In  fact,  just  the  other  day,  I  received 
a  call  from  a  fellow  in  California  who  said  to  me:  Hey,  my  friend 
sold  me  a  car  with  the  odometer  rolled  back,  and  in  fact  I  can  tell 
that  because  I  have  got  my  California  Air  Resources  Board  Card 
that  he  has  signed  saying  that  6  months  ago  it  had  20,000  more 
miles. 

So  whereas  you  have  got  all  sorts  of  familial  dynamics  and  fra- 
ternity dynamics  that  perhaps  come  into  play,  I  think  there  is  an 
equal  if  not  greater  risk  of  fraud  in  private  placements  because, 
one,  in  private  placements  people  aren't  aware  of  law,  and  two, 
there  are  that  many  more  people  out  there,  that  many  more  sellers. 

Mrs.  Collins.  I  was  interested  in  your  comment  about  latent 
prior  damage  and  about  how  sellers  can  make  cosmetic  changes  to 
automobiles. 

Now,  Ms.  McAllister,  you  are  with  the  underwriters  salvage  com- 
pany? 

Ms.  McAllister.  Right. 

Mrs.  Collins.  What  can  you  tell  me  about  latent  damage  and 
what  sellers  can  do  with  cosmetic  changes? 

Ms.  McAllister.  Well,  I  believe  what  this  gentleman  was  refer- 
ring to  is  somebody  in  repairing  or  rebuilding  a  vehicle  may  not  do 
a  thorough  job  of  doing  that  work  and  may  cosmetically  make  it 
look  like  the  vehicle  is  in  good  shape  and  therefore  the  damage  is 
not  apparent  to  the  consumer  who  is  looking  at  the  car. 

I  think — we  are  not  in  the  business  of  rebuilding  or  repairing  ve- 
hicles. But  just  as  in  any  industry,  I  believe  that  the  rebuilding 
and  repairing  industries  have  people  who  do  the  work  correctly  and 
people  who  do  the  work  incorrectly. 

Mrs.  Collins.  Mr.  Graham. 

Mr.  Graham.  I  think  she  is  right.  I  think  that  there  are  people 
that  do  the  work  correctly  and  incorrectly. 

Mrs.  Collins.  How  much  of  a  problem  do  you  think  this  latent 
prior  damage  business  is? 
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Mr.  Graham.  I  think  it  is  a  big  problem  in  that  it  stems  from 
the  lack  of  information  on  the  part  of  the  consumer.  They  simply — 
they  are  only  able  to  look  at  the  outside  of  the  vehicle.  They  are 
not  able  to  get  into  the  engine.  They  can  only  tell  whether  a  vehicle 
is  sound  by  looking  at  the  outside.  That  is  all  they  know  about. 

Automobiles  are  very  complex  and  people  fail  to  appreciate  that. 
They  involve  computers  and  all  sorts  of  mechanical  and  electrical 
apparatuses  that  the  average  person  just  doesn't  understand.  They 
just  assume  it  is  going  to  work. 

Mrs.  Collins.  How  would  you  define  salvage? 

Mr.  Graham.  We  don't  have  a  problem  with  Representative 
Wheat's  definition,  which  is  65  percent. 

Mrs.  Collins.  Do  you  have  a  problem  with  75  percent? 

Mr.  Graham.  Well,  we  want  to  take  away  as  much  leeway  as 
possible.  There  is  a  certain  give  in  estimating  of  the  amount  of 
damage  to  a  vehicle,  and  when  you  are  at  75  percent,  say,  that 
there  is  a  10  percent  give,  you  can  get  up  to  85  percent,  perhaps 
90  percent  of  actual  damage  to  the  vehicle  without  incurring  any 
sort  of  liability  to,  one,  brand  the  title,  and  two,  if  you  don't  brand 
the  title,  liability  for  criminal  sanctions,  civil  sanctions,  and  civil 
actions.  If  you  drop  it  down  to  65  percent,  you  are  going  to  catch 
a  lot  more. 

Mrs.  Collins.  Mr.  Morse,  the  Salvage  Task  Force  chose  not  to 
address  the  issue  of  major  damage.  In  its  report,  the  task  force  con- 
cludes that  additional  data  and  time  would  be  required  before  the 
issue  can  be  appropriately  studied.  Is  the  position  of  the  task  force 
therefore  that  an  additional  study  be  conducted  to  examine  the 
issue  of  major  damage  disclosure  or  have  you  not  decided  to  do 
that?  Is  it  feasible? 

Mr.  Morse.  The  task  force  is  completed;  our  mandate  is  finished. 
We  looked  at  that  as  perhaps  outside  of  the  mandate.  However,  it 
was  discussed  at  length. 

Mrs.  Collins.  Why  did  you  look  at  it  as  outside  the  mandate? 
Didn't  it  say  this  also,  too? 

Mr.  Morse.  Lesser  damage  vehicles  are  not  a  theft  problem. 
Those  vehicles  with  lesser  damage  than  what  we  defined  as  salvage 
are  not  those  that  are  VIN  clipped  or  bought  to  steal  the  VIN's  off 
of  and  put  on  other  cars  or  use  their  titles  and  we  were  directed 
to  look  at  the  theft  problem. 

However,  there  were  a  couple  members  of  the  advisory  commit- 
tee who  had  a  real  interest  in  this.  In  trying  to  run  the  committee 
as  democratic  as  I  could,  I  let  them  talk  about  it  and  eventually 
after  much  discussion,  the  committee  voted  very  high  majority  to 
table  the  issue. 

The  problem  became,  do  we  use  a  dollar  amount  like  some 
States?  Do  we  use  a  percentage  amount  like  some  States?  I  think 
people  on  the  committee  said  it  cost  over  $1,000  to  have  a  paint 
job  on  a  car.  So  you  get  the  fender  dented  and  a  $1,000  goes  into 
painting  the  car,  is  that  worth  disclosing?  You  have  got  to  stop 
somewhere.  And  other  people  on  the  committee  said,  well,  I  would 
be  more  interested  in  knowing  that  the  engine  had  been  replaced, 
that  the  engine  had  burned  up,  they  went  to  a  scrapyard  and  got 
another  engine  in  there  than  whether  the  fender  has  been  dented. 
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These  are  the  types  of  issue — I  listened  to  the  debate  here  and 
it  reminds  me  of  the  committee  days,  but  that  is  the  reason.  And 
finally  the  law  enforcement  community  said  let's  table  this  issue; 
it  is  a  new  issue  that  we  really  don't  have  enough  information  on. 

Mrs.  Collins.  I  do  want  to  get  in  a  couple  of  questions  before 
we  leave  regarding  the  violations  of  the  law  and  remedies  that  are 
involved,  so  I  would  like  to  address  this  question  to  Mr.  Holmes 
and  to  Mr.  Graham. 

H.R.  3713  would  allow  all  the  remedies  available  under  current 
odometer  law.  The  task  force  recommended  that  the  remedies  par- 
allel those  that  are  available  under  Title  IV  of  the  Odometer  Law 
and  that  a  portion  of  highway  funds  be  taken  away. 

What  remedies  would  you,  Mr.  Holmes,  or  you,  Mr.  Graham,  or 
both  of  you  think  should  be  available  and  would  you  support  a  pri- 
vate right  of  action  to  consumers  to  sue  on  their  own  behalf? 

Mr.  Holmes  and  then  Mr.  Graham. 

Mr.  Holmes.  Madam  Chairwoman,  in  all  honesty,  I  haven't 
thought  that  much  about  the  sanctions,  the  options  for  sanctions. 

But  I  think  that  consumer  protection  issues,  as  was  stated  a  mo- 
ment ago,  were  not  perhaps  fully  articulated  on  this  particular 
issue,  although  I  think  that  our  report  certainly  is  comprehensive 
enough  to  embrace  them.  I  am  not  prepared  to  answer  whether  or 
not  consumers  should  have  alternate  rights  or  not,  as  far  as  the 
group  that  I  represent  is  concerned. 

Mrs.  Collins.  Mr.  Graham. 

Mr.  Graham.  Well,  I  think  when  you  look  at  the  sort  of  the  rem- 
edies that  are  available  both  to  the  individual  and  to  the  public, 
you  need  to  consider  the  purposes.  And  when  you  have  got  deter- 
rents, and  presumably  that  would  be  the  purpose  of  criminal  and 
civil  penalties  available  to  the  State,  but  then  you  have  also  got  re- 
storing the  individual  to  their  condition  before  they  suffered  as  a 
result  of  a  damaged  or  flawed  or  salvaged  vehicle.  And  that  is  pre- 
cisely what  the  civil  action  provisions  of  the  Wheat  bill  cover,  I  be- 
lieve. I  don't  think  that  they  are  even  that  different  from  what  is 
provided  in  the  odometer  laws.  As  I  recall  the  odometer  laws 

Mrs.  Collins.  They  follow  those  laws. 

Mr.  Graham.  In  fact,  I  think  the  odometer  laws  provide  for  treble 
damages,  rather  than  double.  Is  that  correct? 

Mrs.  Collins.  We  will  have  to  check  on  it. 

Mr.  Graham.  In  any  event,  to  the  extent  that  you  can  deter 
fraudulent  conduct  and  to  the  extent  that  you  can  protect  consum- 
ers by  allowing  them  to  restore  themselves  to  their  prior  condition, 
we  are  all  for  it. 

Mrs.  Collins.  Ms.  McAllister,  do  you  have  a  thought  or  two  on 
the  question? 

Ms.  McAllister.  Yes,  I  do. 

I  believe  that  we  have  to  make  sure  that  we  don't  believe  that 
consumers  always  tell  dealers  the  truth  about  the  cars  that  they 
trade  in  and  that  when  we  are  talking  about  dealer  disclosures  and 
sanctions  against  disclosures  that  aren't  made,  we  must  have  a  re- 
alistic approach  for  a  dealer  only  being  able  to  disclose  what  the 
dealer  knows. 

Mr.  Holmes  mentioned  a  National  Motor  Vehicle  Title  Informa- 
tion  System   that   is   part   of  the   Anti-Car   Theft  Act   and   that 
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AAMVA  is  working  on,  and  there  is  supposed  to  be  a  pilot  in  July 
of  1995  that  will  allow  both  dealers  and  consumers  alike,  when  it 
is  operational,  to  phone  in  with  their  VIN  number  and  get  the  in- 
formation on  a  car  without  relying  on  who  told  what  to  whom. 

I  would  also  like  to  add  one  further  thing,  if  I  might,  on  the  la- 
tent damage  question  that  we  talked  about.  It  is  this  very  type  of 
hidden  damage  and  trying  to  decide  whether  the  repair  job  was 
done  well  or  poorly  that  led  the  advisory  committee  to  suggest  that 
as  soon  as  damage  occurs,  a  vehicle  needs  to  enter  the  salvage  sys- 
tem and  get  a  salvage  title.  That  means  that  before  it  can  go  back 
on  the  road,  it  needs  to  go  through  a  safety  and  VIN  inspection  to 
make  sure  the  car  is  safe  and  that  no  stolen  parts  were  used,  and 
that  is  different  from  what  is  in  the  Wheat  bill  in  terms  of  when 
the  trigger  starts.  We  believe  it  is  important  that  it  happen  at  the 
time  of  accident  rather  than  at  the  time  of  transfer. 

Mrs.  Collins.  Before  concluding  this  hearing,  is  there  anything 
further  either  of  you  would  want  to  add  for  the  record  at  this  point 
in  time? 

We  will  start  with  you,  Mr.  Morse,  and  work  right  down.  Mr. 
Morse. 

Mr.  Morse.  No,  not  at  this  time,  thank  you. 

Mrs.  Collins.  Thank  you. 

Mr.  Holmes. 

Mr.  Holmes.  Only  to  say  that  I  appreciate  you  addressing  this 
issue.  It  is  certainly  important.  I  feel  very  strongly  as  one  who  is 
in  a  position  to  have  to  make  sure  that  in  our  State  our  drivers 
are  given  the  best  opportunity  to  drive  a  safe  vehicle,  that  I  feel 
very  comfortable  with  the  provisions  of  our  study,  the  committee 
report. 

Mrs.  Collins.  Thank  you. 

Ms.  McAllister. 

Ms.  McAllister.  I  guess  I  would  follow  up  on  the  pre-exemption 
question  that  you  asked  earlier  and  say  that  uniformity  is  the  prob- 
lem here  and  that  we  need  to  have  pre-exemption,  too,  in  order  to 
achieve  uniformity  with  respect  to  the  recommendations. 

Mrs.  Collins.  Thank  you. 

Mr.  Graham. 

Mr.  Graham.  Aside  from  thanking  you  for  your  time  and  the  op- 
portunity to  speak  with  the  committee,  I  would  like  to  come  back 
to  your  question  about  major  damage  that  you  addressed  to  Mr. 
Morse. 

Mrs.  Collins.  Please. 


77 

Mr.  Graham.  Mr.  Morse  described  the  process  the  task  force 
went  through  when  they  decided  not  to  address  the  question  in 
their  recommendations,  and  it  strikes  me  from  his  answer  that  the 
answer  was  right  under  their  nose.  Sure,  a  paint  job  can  cost 
$1,000,  and,  yes,  people  would  like  to  know  whether  an  engine  has 
been  replaced.  So  that  is  the  definition  for  major  damage:  Major 
damage  is  to  the  mechanical  integrity,  structural  integrity,  elec- 
trical integrity.  Things  that  pose  a  safety  hazard.  A  thousand  dol- 
lars worth  of  damage  to  any  one  of  those  areas,  that  does  pose  a 
serious  danger  and  that  is  it. 

Mrs.  Collins.  Well,  on  that  note,  I  think  we  will  conclude  this 
hearing. 

I  thank  you  for  your  appearing  before  our  subcommittee  today. 

And  with  that,  this  hearing  of  the  subcommittee  is  adjourned. 

[Whereupon,  at  3:07  p.m.,  the  hearing  was  adjourned.] 

[The  following  material  was  received  for  the  record:] 
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Advocates  for  Highway  and  Auto  Safety  appreciates  the  opportunity  to  submit 
testimony  on  the  important  consumer  and  safety  issue  of  motor  vehicle  titling. 

Advocates  is  a  coalition  of  consumer,  safety,  health,  law  enforcement  and 
insurance  organizations  working  together  to  promote  laws  and  policies  to  help 
reduce  death  and  injury  on  America's  highways  and  to  decrease  the  economic 
losses  due  to  motor  vehicle  crashes,  fraud  and  theft. 

The  variety  of  state  practices  in  handling  motor  vehicle  titles,  including  the 
absence  of  some  basic  safeguards  in  some  states,  create  an  environment  that 
permits  fraud  and  even  threatens  safety  through  the  sale  and  resale  of  motor 
vehicles. 

Advocates  is  glad  to  see  Congressional  interest  in  this  topic.  We  commend  you 
and  the  authors  of  motor  vehicle  titling  legislation  for  your  interest  in 
addressing  the  gaps  that  exist  in  dealing  with  junked,  salvaged  and  rebuilt 
vehicles. 

The  Coalition  Against  Insurance  Fraud  estimates  that  auto  insurance  fraud 
accounts  for  approximately  ten  percent  of  premiums,  or  more  than  $8  billion 
every  year.  According  to  the  U.S.  Department  of  Transportation  (DOT),  just 
the  practice  of  selling  rebuilt  cars  and  passing  them  off  merely  as  used  cars 
costs  consumers  as  much  as  $4  billion  a  year. 

This  problem  is  a  complex  and  costly  one  for  consumers.  The  bills  introduced 
on  this  topic  all  offer  elements  that  will  help  address  title  fraud  and  protect 
consumers.  Advocates  has  identified  several  key  factors  that  we  believe  should 
be  included  in  title  reform  legislation.  Advocates  will  be  happy  to  work  with 
your  subcommittee  to  further  refine  these  proposals. 

50-State    Network:       The    first    and    most    important    step    is    a    national 
computerized  communications  network  to  share  title  information  quickly,  in 
which  all  50  stales  participate.    Only  Congress  can  provide  the  leadership  lo 
establish  the  framework  for  such  a  network  and  assure  basic  resources  are 
available  for  its  inception. 
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Full  state  participation  is  necessary  for  this  network;  if  just  one  state  opts  out.  unscrupulous  sellers 
will  find  and  use  such  a  gap  to  evade  the  system. 

Such  interstate  coordination  has  already  proven  possible  and  effective  through  the  successful 
commercial  drivers  license  (CDL)  program.  CDL  illustrates  how  this  type  of  cooperation  between 
the  federal  government  and  the  states  offers  a  win-win  approach  in  addressing  a  national  problem. 

Universal  Title:  Advocates  strongly  supports  a  universal  certificate  of  title  among  the  states,  with 
certain  minimum  security  standards  to  minimize  the  opportunities  for  fraud.  The  effect  of  legislation 
will  be  more  positively  realized  if  consumers  know  where  to  look  on  a  title  for  vital  information, 
regardless  of  the  state  of  origin. 

With  a  universal  title,  every  motor  vehicle  title  would  carry  the  same  information  in  approximately 
the  same  place  on  the  document.  This  is  critical  to  the  success  of  any  anti-fraud  program,  as  it  is 
virtually  impossible  for  all  law  enforcement  officers,  department  of  motor  vehicle  clerks,  judicial 
officials,  insurers,  used  car  dealers,  auctioneers  and  consumers  to  recognize  fifty  different  title  designs. 
Model  format  fields  will  also  facilitate  electronic  transfer  of  information  among  jurisdictions  for  the 
network  mentioned  above. 

One  practical  source  for  a  model  title  and  for  security  standards  is  the  American  Association  of 
Motor  Vehicle  Administrators  (AAMVA).  which  has  issued  recommendations  for  "Universal 
Certificate  of  Title  Specifications  and  Minimum  Security  Features." 

Congress  should  direct  the  DOT  to  move  as  quickly  as  possible  in  developing  regulations  that  provide 
comprehensive  vehicle  information  in  a  clear  format  on  the  title. 

E)cfinitions:  A  universal  title  should  be  accompanied  by  uniform  definitions  of  the  key  terms  relevant 
to  title  branding:  "junk."  "salvage,"  and  "rebuilt."  Carrying  forward  the  term  "salvage"  from  one  state's 
title  to  another  is  not  helpful  to  potential  purchasers  if  the  terms  have  different  meanings  in  different 
states.   Specific  definitions  should  be  included  in  the  legislation;  such  definitions  already  exist. 

The  Uniform  Vehicle  Code  (UVC)  include  definitions  of  these  terms,  and  provides  a  promising  basis. 
In  addition,  just  two  years  ago,  in  the  Ami  Car  Theft  Act  of  1992,  this  subcommittee  adopted  a 
definition  of  "salvage  vehicle"  similar  lo  that  in  the  UVC.  Many  states  arc  already  using  this 
definition  and  no  evidence  has  surfaced  thai  this  definition  of  "salvage"  is  problematic. 

Safely  Inspection:  Rebuilt  salvage  vehicles  should  not  only  be  properly  identified  to  prospective 
buyers,  but  should  also  be  subject  to  a  safety  inspection  prior  to  titling.  Not  all  states  have  periodic 
motor  vehicle  inspection.  Even  those  that  do  are  checking  for  the  basics  (like  turn  signals,  horns  and 
headlamp  aim)  and  arc  not  necessarily  attesting  lo  the  overall  road-worthiness  of  the  vehicle. 
Requiring  a  thorough  safely  inspection  of  a  rebuilt  salvage  vehicle  will  go  a  long  way  toward  providing 
consumers  with  assurances  that  they  are  not  placing  themselves  and  their  families  in  unnecessary 
jeopardy. 

While  title  reform  in  general  offers  a  number  of  ways  to  protect  consumers  from  fraud,  safely 
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inspcclions  offer  something  even  more  important  --  the  clear  abih'ty  to  save  lives.  As  a  safely 
organization.  Advocates'  priority  is  that  this  requirement  be  included  in  any  title  reform  bill. 

Broad  Vehicle  Coverage:  Types  of  vehicles  to  be  covered  under  this  legislation  should  be  as  broad 
as  possible  and  should  not  be  limited  to  passenger  cars.  At  the  very  least,  the  legislation  must 
encompass  vans,  sport  utility  vehicles  and  light  trucks.  Though  not  technically  called  passenger 
vehicles,  these  classes  of  vehicles  are  the  fastest  growing  segment  of  motor  vehicle  sales  and  are  used 
by  consumers  as  basic  family  cars.  Other  than  commercial  motor  vehicles  over  10,000  pounds  gross 
vehicle  weight  rating  (GVWR),  no  vehicle  normally  sold  to  the  general  public  should  be  exempted 
from  the  requirements  of  this  legislation. 

Manufacturer  Buybacks:  Just  as  titles  should  clearly  indicate  if  a  vehicle  has  been  salvaged  or  rebuilt, 
they  should  also  reflect  if  a  vehicle  had  been  judged  a  "lemon." 

Advocates  strongly  supports  the  provision  in  the  Senate-passed  legislation  that  requires  the  title  to 
reflect  manufacturer  buybacks.  The  language  defines  defective  vehicles  based  on  objective  factors 
and  we  believe  this  is  a  reasonable  approach  that  offers  an  important  benent  for  consumers. 

Disclosure  of  Repairs:  Advocates  supports  consumer  protection  laws,  especially  disclosure  laws. 
However,  for  a  number  of  reasons,  we  are  unconvinced  that  requiring  the  disclosure  of  repairs  by 
setting  a  specific  dollar  level  for  work  is  feasible,  nor  would  it  provide  a  justifiable  benefit  to 
consumers. 

Even  minor  collisions  in  today's  vehicles  can  result  in  extremely  costly  repairs.  The  Insurance 
Institute  for  Highway  Safety  (IIHS)  annually  subjects  new  vehicles  to  five-mile-per-hour  crashes  to 
judge  how  well  the  bumpers  survive.  In  its  most  recent  tests  of  a  number  of  199.1  model  cars  and 
minivans,  the  Institute  found  that  damage  from  a  simple  fender  bender  ranged  from  $1,771  to  $7,643 
--  more  than  $7,500  for  a  5  mph  crash. 

Under  a  specific  dollar  reporting  level  of,  for  example,  $2,000  or  $3,000,  many  fender-benders  would 
be  required  to  be  included  on  a  vehicle's  title.  In  addition,  regional  cost  differences,  as  well  as 
inflation,  make  it  difficult  to  determine  a  sensible  national  threshold  for  repair  costs. 

Requiring  the  title  to  include  information,  about  these  common  repairs  would  increase  reporting 
requirements  dramatically,  thus  increasing  the  burden  on  the  stale  DMVs  and  the  title  network, 
without  providing  particularly  useful  information  to  consumers. 

We  urge  the  subcommittee  to  assure  that  disclosure  requirements  for  repairs  focus  on  providing 
practical  information  for  consumers  in  a  useful  manner  that  is  compatible  with,  and  will  not 
overburden,  a  50-slatc  computer  title  network. 

Advocates  for  Highway  and  Auto  Safety  is  encouraged  to  see  Congressional  efforts  to  address  the.se 
costly  consumer  issues,  and  we  will  be  glad  to  work  with  you  to  advance  legislation  that  will  inhibit 
fraud  and  provide  essential  consumer  protection. 

Thank  you. 
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May  12,  1994 


The  Honorable  Cardiss  Collins 

Chair 

Subcommittee  on  Commerce,  Consumer 

Protection  and  Competitiveness 
U.S.  House  of  Representatives 
Wasnington,  D.C.   20515 

Dear  Madam  Chairwoman: 

We  are  writing  on  behalf  of  the  Automotive  Service 
Association  (ASA)  and  the  American  Insurance  Association  (AIA)  in 
opposition  to  the  definition  of  "salvage  vehicle"  as  contained  in 
the  report  by  the  Motor  Vehicle  Titling,  Registration,  and 
Salvage  Advisory  Committee.   The  Committee,  established  by  the 
Anti-Car  Theft  Act  of  1992  (ACTA) ,  recently  submitted  its 
recommendations  to  the  President,  the  Congress  and  the  Governor 
of  each  state.   We  understand  the  House  Energy  and  Commerce 
Committee  has  not  yet  initiated  legislation  to  enact  the  Task 
Force's  recommendations. 

ASA  is  the  largest  non-profit  trade  association  of  its  kind, 
serving  over  12,000  businesses  and  more  than  55,000  professionals 
from  all  segments  of  the  automotive  service  industry.   AIA  is  a 
trade  organization  that  represents  over  270  major  property- 
casualty  insurers. 

ACTA,  as  enacted,  contained  the  definition  of  "salvage 
vehicle"  as  "damaged. .. to  the  extent  that  its  fair  salvage  value 
plus  the  cost  of  repairing  the  automobile  for  legal  operation  on 
roads  and  highways  exceeds  the  fair  market  value  of  the 
automobile  immediately  prior  to  the  occurrence  causing  its 
damage."   The  Committee's  recommendations  are  counter  to  this 
federally  enacted  definition.   They  recommend  definition  that 
sets  an  arbitrary  75%  of  fair  market  value  threshold  for  the 
declaration  of  a  salvage  vehicle.   During  the  Committee's 
deliberations  ASA  and  State  Farm  Mutual  Automobile  Insurance 
Company  (the  only  insurer  on  the  Committee)  opposed  the 
definition  adopted  by  the  Committee.   The  ACTA  definition  allows 
the  decision  to  repair  a  vehicle  or  sell  it  as  salvage  to  be 
determined  by  the  owner's  economic  self  interest,  and  not  a 
subjective  assessment  of  damage  as  a  percentage  of  retail  value. 
When  an  owner  is  faced  with  the  economic  reality  that  the  cost 
merely  to  repair  the  vehicle  exceeds  its  fair  market  value  less 
salvage,  then  the  owner's  economic  self-interest  dictates  that 
the  damaged  vehicle  should  be  sold  for  parts  or  salvage. 

While  we  support  most  of  the- Committee' s  recommendations  and 
effective  legislation  to  reduce  motor  vehicle  theft  and  fraud, 
the  proposed  change  in  the  salvage  definition  has  great  financial 
implications  for  auto  service  businesses,  insurers,  and  most 
importantly  consumers.   We  would  appreciate  the  opportunity  to 
visit  with  you  or  your  staff  on  this  issue  of  critical  importance 
to  our  industries  and  consumers. 

Thank  you  for  your  consideration,  and  we  look  forward  to 
working  with  you  and  your  Committee. 

Sincerely, 

Robert  L.  Redding  Jr.   I    \  Melissa  A.  Wolford 

Washington  Representative   \        Director-Federal  Affairs 
Automotive  Service  Association     American  Insurance  Association 
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STATEMENT  OF 
ROBERT  li.  REDDING,  JR. 

On  behalf  of 

THE  AUTOMOTTVK  SEEVICE  ASSOCIATION 


The  Automotive  Service  Association  (ASA)  is  the  nation's 
oldest  and  largest  trade  association  representing  all  segments  of 
the  independent  automotive  repair  industry,  including  collision 
mechanical  and  transmission  repair  facilities.  We  currently  list 
approximately  12,000  member  businesses  and  50,000  service 
technicians  among  our  active  members.  ASA  is  pleased  to  offer 
testimony  to  H.R.  3713,  the  "Salvage  Vehicle  Title  Reform  and 
Highway  Safety  Act,"  specifically  to  the  bill's  definition  of 
"salvage  vehicle"  and  its  relation  to  recommendations  sulanitted  by 
the  Motor  Vehicle  Titling,  Registration  and  Salvage  Advisory 
Committee. 

The  Anti-Car  Theft  Act  of  1992  directed  the  Secretary  of 
Transportation  to  establish  a  task  force  to  study  problems  relating 
to  motor  vehicle  titling,  registration  and  salvage  controls  that 
facilitate  motor  vehicle  theft  and  fraud.  The  legislation  directed 
the  task  force  to  determine  whether  the  lack  of  uniformity  in  State 
laws  encourages  vehicle  theft  and  fraud  and  to  determine  whether 
the  adoption  of  xiniform  title  branding  would  deter  criminal 
activities.  Under  the  charter  establishing  the  Motor  Vehicle 
Titling,  Registration  and  Salvage  Advisory  Committee,  the  task 
force  was  required  to  prepare  its  report  to  the  President,  Congress 
and  the  Governor  of  each  state.  In  responding  to  this  mandate,  the 
CcHiimittee  developed  recommendations  which  fall  into  the  following 
categories: 

*  Definitions 

*  Titling  and  Control  Methods 

*  Duplicate  Title  Issuance 

*  Rational  Uniform  Standard  for  Vehicle  identification  Number 
{VIN)  Inspections  of  Rebuilt  Savage  Vehicles 

*  National  Uniform  Safety  Inspection  for  Rebuilt  Savage  Vehicles 
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*  Exportation  of  Vehicles 

*  Frinding 

*  Enforcement 

The  Automotive  Service  Association  (ASA)  declined  to  endorse 
the  Committee's  report.  Chief  among  ASA's  objections  to  the  report 
was  the  Comraittee' s  recommendation  that  Federal  legislation  be 
enacted  to  require  that  a  "salvage  vehicle"  be  defined  as: 

any  vehicle  which  has  been  wrecked,  destroyed,  or  damaged 
to  the  extent  that  the  total  estimated  or  actual  cost  of 
parts  and  labor  to  rebuild  or  reconstruct  the  vehicle  to 
its  pre-accident  condition  and  for  legal  operation  on  the 
roads  and  highways,  exceeds  75  percent  of  the  retail 
value  of  the  vehicle,  as  set  forth  in  a  current  edition 
of  a  nationally  recognized  compilation  (to  include 
automated  data  bases)  of  retail  values,  as  approved  by 
the  Secretary  of  Transportation  (See  Recommendation  1. 
Uniform  Definitions). 
The  Anti-Car  Theft  Act,  as  enacted,  contained  the  definition 

of  "salvage  vehicle"  as  "damaged  to  the  extent  that  its  fair 

salvage  value  plus  the  cost  of  repairing  the  automobile  for  legal 
operation  on  roads  and  highways  exceeds  the  fair  market  value  of 
the  automobile  immediately  prior  to  the  occurrence  causing  its 

damage."  The  advisory  committee's  recommendations  are  counter  to 
this  federally  enacted  definition.  They  recommend  a  definition 
that  sets  an  arbitrary  7  5  percent  of  fair  market  value  threshold 
for  the  declaration  of  a  salvage  vehicle.  H.R.  3713  would  further 
lower  that  figure  to  65  percent. 

ASA  believes  that  the  definition  for  salvage  as  set  forth  in 
the  law,  with  minor  adjustments,  is  the  most  practical  of  the 
definitions.  The  Anti-Car  Theft  Act's  definition  allows  the 
decision  to  repair  or  rebuild  the  vehicle  or  sell  it  for  parts  to 
be  determined  by  the  owner's  economic  self-interest  and  not  by  a 
subjective  assessment  of  damage  as  a  percentage  of  retail  value. 
When  an  owner  is  faced  with  the  economic  reality  that  the  coat 
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merely  to  repair  the  vehicle  exceeds  its  fair  market  value,  then 
the  owner's  economic  self-interest  dictates  that  the  damaged 
vehicle  should  be  sold  for  parts. 

Similajrly  for  those  motorists  who  choose  to  lease  vehicles  for 
personal  use,  the  option  for  repair  may  prove  the  most  economically 
viable  alternative,  particularly  if  they  have  leased  the  vehicle 
for  only  a  short  time  and  still  owe  a  substantial  amount  of  the 
balance  of  the  contract.  ASA  does  not  believe  that  these  consumers 
should  be  subjected  to  the  same  arbitrary  assessment  of  damage  as 
it  pertains  to  current  retail  value - 

In  our  deliberations  with  the  Committee,  we  proposed  exempting 
older  cars,  defined  as  "vehicles  4  years  old  or  older"  from  the 
scope  of  the  salvage  definition;  amending  the  language  to  provide 
for  the  "safe"  as  well  as  legal  operation  of  vehicles  by  a. 
definition  which  would  require  that  a  vehicle  be  repaired  to  State 
iafety  standards  and  pass  applicable  safety  inspections  and; 
affixing  the  title  of  these  repaired  vehicles  with  an  explicit 
statement  of  the  nature  of  the  damage  (e.g.  collision,  fire,  flood, 
etc.)  in  order  to  provide  additional  consumer  protection-  None  of 
these  recommendations  was  adopted  by  the  Committee. 

While  we  support  most  of  the  advisory  committee's 
recommendations  and  the  noble  intent  of  legislation  like  H.R.  3713 
to  reduce  motor  vehicle  theft  and  fraud,  the  proposed  changes  to 
the  salvage  definition  have  great  financial  implications  for  auto 
service  businesses,  and  even  more  importantly,  consumers. 

Thank  you  for  your  consideration.  We  look  forward  to  working 
with  the  Subcommittee  to  enact  fair  and  effective  legislation  to 
deal  with  these  concerns.  We  request  that  this  testimony  be 
included  for  the  record.  In  addition,  we  submit  for  the  record  a 
letter  to  Chairman  Collins  from  ASA  and  the  American  Insurance 
Association  (AIA)  dated  May  12,  1994,  addressing  these  same  issues. 
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BYRON  BLOCH 

Consultant 

AUTO  SAFETY  DESIGN  
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7731  Tuckerman  Lane  (301)299-1800 

Potomac,  Maryland  20854  October  10th.  1994 

Cardlss  Collins.  Chairwoman 
Subcommittee  on  Commerce, 

Consumer  Protection,  and  Competitiveness 
House  Annex  2  -  Room  151 
Ford  House  Office  Building 
3rd  and  D.  Streets  SW 
Washington,  D.C.    20515 

Statement  for  the  Hearings  on  RR  3713. 
The  Salvage  Vehicle  Title  Reform  and  Highway  Safety  Act 

Dear  Congresswoman  Collins: 

I  attended  your  most  Informative  Hearing  on  September  2l8t,  1994, 
concerning  The  Salvage  Vehicle  Title  Reform  and  Highway  Safety  Act. 
authored  by  Congressman  Alan  Wheat.      I  commend  you  and  your 
colleagues  for  probing  into  and  attempting  to  constructively  reform  this 
area  of  wrecked  vehicles  that  are  then  rebuilt,  retitled.  and  sold  to  the 
unsuspecting  public. 

Consumers  may  be  misled  Into  thinking  they  are  buying  a  quality  used 
vehicle  that  was  never  previously  damaged  in  any  significant  way, 
and  overpay  accordingly.      In  addition  to  the  economic  fraud,  the  vehicle 
may  also  have  been  rebuilt  in  a  shoddy  and  defective  manner  that  could 
itself  cause  a  serious  accident  and  injury.      The  "washing"  of  a  wrecked 
salvage  vehicle  title  from  one  State  to  another  more-lenient  State  thus 
eliminates  the  stigma  and  knowledge  of  the  "salvage"  designation,  and 
induces  other  fraudulant  schemes  as  well. 

My  perspective  comes  from  my  serving  as  an  Independent  consultant 
In  auto  safety  design  and  vehicle  crashworthlness  for  more  than 
twenty-five  years.      1  have  personally  examined  and  autopsled  hundreds 
of  accident  vehicles  and  exemplar  vehicles....  with  my  focus  on  any 
relevant  safety  defects  that  may  have  caused  a  collision  accident,  or  may 
have  contributed  to  the  severity  of  injuries  to  the  vehicle  occupants.      I've 
lectured  extensively  on  vehicle  safety,  and  have  qualified  in  federal  and 
state  courts  across  the  nation  as  an  expert  witness. 

Motor  vehicles  are  often  significantly  damaged  when  they're  involved 
in  collision  accidents.      If  the  damage  is  significant  enough,  the 
insurance  company  Involved  will  typically  declare  that  vehicle  as 
"salvage",  after  which  It  will  either  go  to  the  crusher  or  be  utilized  for 
some  of  its  various  component  parts  (engine,  trcinsmission,  suspension, 
instrumentation)....  or  the  vehicle  body  and  its  components  may  be  rebuilt 
to  give  the  appearance  of  a  "good  quality"  used  car.      Often,  large  body 
sections  or  "clips"  from  other  vehicles  are  utilized  in  helping  to  reconstruct 
or  rebuild  a  damaged  vehicle 

There  are  obviously  major  safety  Implications  when  wrecked  or 
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salvage  cars  are  rebuilt  and  then  sold  to  the  unsuspecting  public. 

Who  has  inspected  the  previously-wrecked  car  to  make  sure  its  steering, 
brakes,  suspension,  engine,  transmission,  electrical  components, 
windshield,  seats,  seatbelts,  alrbags,  and  other  components  all  are  truly 
safe  and  reliable?      What  manner  of  verification  is  required  to  ensure  that 
the  inspection  Itself  was  thorough  and  competent? 


RECOMMENDATION  1:     INSPECTIONS  TO  INCLUDE  DESIGNED-IN 
CRASHWORTHINESS  EVALUATION 

And  what  about  the  vehicle  body  Itself...  with  most  of  Its  metal-to- 
metal  flanges,  deslgned-ln  convolutions,  and  spotwelds  hidden  from 
view.      It  is  very  difficult  to  restore  or  maintain  the  vehicle 
manufacturer's  deslgned-ln  "crashworthiness"  of  a  vehicle  body  after  it 
has  been  In  a  significant  collision  and  is  then  rebuilt.      In  most  unitized 
bodies,  the  vehicle's  strength  and  crashworthiness  depends  on  the 
integrity  of  how  the  hundreds  of  sheetmetal  panels  and  structural 
members  are  interconnected.      Many  of  those  components  simply  cannot 
be  successfully  repaired,  straightened,  and  rewelded.      New  components 
must  be  utilized,  and  rebuilding  must  conform  to  rigorous  procedures. 

I  have  also  inspected  accident  vehicles  that  turned  out  to  be  rebuilt  or 
"spliced  together"  from  the  two  supposedly  "good  halves"  of  cars  that 
were  otherwise  major  wrecksl      In  one  case,  a  man  became  a  quadriplegic 
when  the  front  seat  of  his  "spliced"  car  came  off  the  tracks.      In  another 
case,  in  a  rollover  accident,  the  rebuilt  roof  clip  buckled  down  extensively 
and  caused  severe  Injuries.      And  if  you  add  the  various  parts  and  "clips" 
from  stolen  vehicles,  the  combination  of  mismatched  parts  and  hidden 
damage  can  be  dangerous...  and  can  Itself  contribute  to  or  cause  an 
accident. 

It  is  imperative  that  the  inspection  of  any  rebuilt  vehicle  be  conducted 
so  as  to  ensure  that  there  are  neither  any  overt  nor  hidden  defects 
that  may  compromise  the  safe  operation  of  the  vehicle  on  the  road.     It 

is  also  important  to  ensure  that  there  are  neither  any  overt  nor  hidden 
defects  that  may  compromise  the  vehicle's  "crashworthiness"...  the  extent 
that  the  vehicle  itself  can  help  protect  the  occupants  from  needlessly 
severe  Injury  in  a  crash  accident. 

An  undiagnosed,  hidden  defect  or  weakness  In  Its  steering  or  brakes, 
for  example,  may  cause  a  rebuilt  vehicle  to  crash  Into  another  vehicle, 
thereby  injuring  others  who  had  no  Involvement...  In  addition  to  Injuring 
the  driver  and  occupants  of  the  rebuilt  car.      Ironically,  the  extent  of  the 
vehicle  damage  from  this  latest  crash  will  often  mask  the  evidence  that 
the  vehicle  had  been  shoddlly  pieced  together  from  one  or  more  prior 
wrecks,  and  that  a  hidden  defect  caused  this  so-called  accident! 


RECOMMENDATION  2:     REFERENCE  TO  POLICE  ACCIDENT  REPORTS 

I  concur  with  your  proposed  requirements  to  give  written  and 
notarized  disclosure  by  the  transferor  (seller)  to  the  transferee  (buyer). 
Including  the  nature  and  amount  of  any  major  damage  previously 
sustained  by  that  motor  vehicle.      Such  requirements  should  apply  from 
whoever  the  transferor  (seller)  may  be...  Including  new  and  used  car 
dealers,  leasing  companies  (for  leased  vehicles  and  sold  vehicles), 
corporations,  governrpent  agencies,  private  parties,  and  vehicle  auction 
companies.      Such  approved  disclosure  forms,  filled  In  and  notarized  or 
sworn  to,  should  accompany  the  motor  vehicle  title. 
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As  an  additional  disclosure  requirement,  I  would  recommend  that 
specific  reference  should  be  made  to  any  relevant  PoUce  Accident 
Report  that  concerns  that  particular  vehicle  as  having  been  In  a 
collision  accident.      The  information  should  Include  the  name  and 
location  of  the  police  Jurisdiction,  the  date  of  the  accident,  and  the  specific 
report  number.      If  you  then  decide  to  request  such  information,  an 
abridged  copy  should  be  made  available  to  you,  at  nominal  cost,  and  with 
the  deletion  of  any  identification  of  the  individual  persons  who  may  have 
been  Involved  as  drivers,  passengers,  or  witnesses.      The  abridged  copy 
will  essentially  reiterate  the  extent  and  type  of  collision  accident  (usually 
depicted  by  a  series  of  small  sketches  of  the  vehicle,  with  areas  shaded  to 
show  the  extent  of  vehicle  damage). 

RECOMMENDATION  3:     CAUTIONARY  LABELS  ON  THE  VEHICLE 
ITSELF 

I  would  recommend  the  addition  of  a  requirement  that  there  be  at 
least  two  visible,  legible  notification  plates  or  labels  that  would  be 
permanently  fastened  to  any  vehicle  that  Is  rebuilt.     The  first  location 
should  be  a  permanently-adhesed  or  fastened  sticker  or  plate  atop  the 
instrument  panel,  immediately  adjacent  to  the  Vehicle  Identification 
Number.    (Please  refer  to  Federal  Motor  Vehicle  Safety  Standard  No.  115, 
entitled  Vehicle  Identification  Number.)     The  terminology  would  reflect 
the  nature  and  extent  of  prior  collision  dcimage  and  rebuilding,  as  follows: 


SALVAGE  VEHICLE  -  REBUILT 

or 

MAJOR  DAMAGE  VEHICLE  -  REBUILT 


I  would  recommend  that  the  second  notification  plate  or  label  be  more 
descriptive  in  its  cautionary  language,  and  be  permanently  attached  to  the 
rear  face  of  the  driver's  door,  adjacent  to  the  present  Certification  Label 
required  by  the  vehicle's  original  manufacturer.      Such  a  label  would  also 
be  analogous  to  the  present  permanently-adhesed  labels  about  seat  belt 
and  airbag  usage,  and  precautions  thereto,  that  are  now  found  on  the 
sunvlsors  of  many  cars,  pickups,  and  vans.      The  terminology  could  be 
something  like  this: 


SALVAGE  VEHICLE  -  REBUILT 

This  vehicle  has  been  In  one  or  more  previous 
collision  accidents,  and  has  either  been  declared  as 
"salvage"  and/or  has  been  rebuilt  In  a  significant 
way  that  required  Inspection  to  help  ensure  its  safe 
operation  on  the  highway  and  also  to  restore  the  way 
It  was  designed  to  help  protect  you  In  a  future 
collision  accident  that  may  occur.      Make  sure  that 
your  legal  title  to  this  vehicle  Indicates  any  prior 
history  of  this  vehicle  being  a  salvage  vehicle  and/or 
rebuilt  and/or  re-Inspected  for  safety. 
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Salvage  Vehicle  on  (Month)  (Year)  In  the  State  of 

(Maryland) 

Rebuilt  Vehicle  on  (Month)  (Year)  in  the  State  of 

(West  Virginia) 

Inspected  on  (Month)  (Year)  by  (Name  and  Number  of 

Facility) 

DO  NOT  REMOVE  OR  ALTER  THIS  LABEL 
(Required  by  U.  S.  FMVSS  12345) 

I  again  commend  you  and  your  colleagues  and  staff  for  proceeding 
ahead  on  this  important  legislation....  which  will  help  correct  the 
economic  fraud  and  the  vehicle  safety  hazards  inherent  in  salvage  ajid 
rebuilt  vehicles  being  sold  to  the  unsuspecting  American  Public.     If  I 

can  be  of  any  service  to  your  efforts,  Including  the  possibility  of  my 
testifying  In  person  at  any  future  Hearings  on  this  matter,  please  let  me 
know.      1  have  previously  testified  at  other  House  and  Senate  Hearings  on 
various  auto  saifety  matters,  and  would  welcome  the  opportunity  to 
similarly  be  of  assistance  to  your  efforts. 

Sincerely, 

BYRON  BLOCH 

Consultant  in  Auto  Safety  Design 
7731  Tuckerman  Lane 
Potomac,  Maryland  20854 


BYRON    BLOCH   ■    Con.urt.nf  AUTO  SAFETY  DESIGN       K^^ 
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ADDITIONAL  SUBMITTAL 

FOR  THE  RECORD  BY  THE 

COALITION  FOR  NATIONAL  MOTOR 

VEHICLE  TITLING  REFORM 


October  3,  1994 


This  submittal  supplements  the  testimony  of  Gilbert  Holmes,  Commissioner  of  the  Indiana  Bureau  of 
Motor  Vehicles  and  First  Vice-Chairman  of  the  American  Association  of  Motor  Vehicle  Administrators 
("AAMVA"),  presented  to  the  Subcommittee  on  September  21,  1994.  Mr.  Hohnes  testified  on  behalf  of  the 
Coalition  for  National  Motor  Vehicle  Titling  Reform  (the  "Coalition"). 

The  Coalition  represents  17  diverse  groups,  including  state  motor  vehicle  administrators,  automobile 
manufacturers,  dealers,  auctions,  salvage  pools,  recyclers,  parts  distributors,  and  law  enforcement.  A  list  of  the 
Coalitions's  membership  is  attached  as  Exhibit  1.   The  Coalition's  mission  statement  is  attached  as  Exhibit  2. 

The  Coalition  believes  that  of  the  alternatives  available  after  significant  study,  the  recommendations  of 
the  Motor  Vehicle  Titling,  Registration  and  Salvage  Advisory  Committee  (the  "Advisory  Committee")  are  the 
most  effective  means  of  addressing  the  motor  vehicle  title  and  salvage  fraud  problem  and  strongly  endorses  the 
enactment  of  these  recommendations.  Regretfully,  the  Coalition  cannot  support  H.R.  3713,  because  it  imposes 
burdensome  requirements  on  the  states,  automotive  industry  and  private  citizens,  and  fails  to  create  a  national 
uniform  salvage  motor  vehicle  titling  system. 

I.  Support  for  the  Advisory  Committee's  Recommendalions. 

The  Advisory  Committee  was  mandated  by  Congress  in  the  Anli  Car  Theft  Act  of  1992  (Public  Law 
102-519).  The  Committee  was  composed  of  a  broad  range  of  representatives,  including  motor  vehicle 
administrators,  law  enforcement  officials  and  industries.  In  addition,  consumers  were  represented  by  various 
government  officials,  including  the  chief  of  the  National  Highway  Transportation  Safety  Administration's 
Odometer  Fraud  staff  and  the  Assistant  Director  of  the  Dcpariracnl  ol  Justice's  Office  of  Consumer  Litigation. 
Over  one-half  of  the  Advisory  Committee's  members  were  from  government  -  the  people  who  must  administer 
and  enforce  the  laws.  See  Advisory  Committee  Fma!  Report,  Appendix  B.  After  vigorous  and  often  spirited 
debate,  the  Advisory  Committee  came  to  a  consensus  in  support  of  a  comprehensive  and  balanced  set  of 
recommendations  to  protect  consumers  from  unsafe  salvage  vehicles  and  to  deter  automobile  theft.  (Copies  of 
the  Advisory  Committee's  Final  Report  containing  its  recommendations  previously  have  been  provided  to  the 
Subcommittee.)  The  Coalition  is  in  the  process  of  finalizing  a  proposed  draft  of  legislation  which  it  believes  will 
implement  the  Advisory  Committee's  recommendations  and  will  soon  forward  it  to  the  Subcommittee. 
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A.  Uniform  Definitions  and  Titling  Procedures. 

The  Advisory  Committee  found  that  the  50  states  use  over  60  terms,  brands  and  symbols  to  designate 
damaged  motor  vehicles.  See  Advisory  Committee  Final  Report,  at  pp.  29-31,  38.  As  a  result,  the  Advisory 
Committee  recommended  national  uniform  vehicle  brands  and  titles  to  eliminate  the  current  hodgepodge  of 
terms  and  titling  procedures.  In  addition,  the  Advisory  Committee  foimd  that  the  states  do  not  follow  uniform 
procedures  in  determining  which  brands  from  other  states  to  carry  forward  on  their  own  titles.  See  Advisory 
Committee  Final  Report,  at  pp.  33,  38.  A  few  states  do  not  carry  forward  any  brands  and  some  others  will  carry 
forward  only  identical  brands.  As  a  result,  unscrupulous  sellers  can  sell  previously  severely  damaged  vehicles 
as  undamaged  to  unsuspecting  consumers. 

In  order  to  rectify  the  problem  of  multiple  designations  and  inconsistent  titling  procedures,  the  Advisory 
Committee  has  recommended  uniform  definitions  for  Salvage  Vehicle,  Salvage  Title,  Rebuilt  Salvage  Title, 
Nonrepairable  Vehicle,  Nonrepedrable  Vehicle  Certificate  and  Flood  Vehicle,  see  Advisory  Committee  Final 
Report,  Recommendation  Nos.  1.1,  1.2,  1.3,  1.4,  1.5  and  1.6,  and  has  set  forth  procedures  for  the  control  and 
inspection  of  such  vehicles.  See  Advisory  Committee  Final  Report,  Recommendation  Nos.  2.1,  2.2,  2.3,  2.4,  2.5, 
and  2.6. 

The  Advisory  Committee  decided  that  severely  damaged  vehicles  should  enter  the  salvage  system  at  the 
time  of  damage,  and  not  at  the  time  of  transfer  of  ownership.  Therefore,  the  Advisory  Committee's 
recommendations  require  a  vehicle  owner  to  apply  for  the  appropriate  title  within  a  short  time  after  the  vehicle 
is  damaged.  See  Advisory  Committee  Final  Report,  Recommendation  No.  2.  The  Advisory  Committee's 
recommendations  also  recognize  that  all  similarly  damaged  vehicles,  whether  insured,  self-insured  or  uninsured, 
needed  to  enter  the  same  salvage  system.  See  Advisory  Committee  Final  Report,  Recommendation  No.  2. 

B.  Safety  and  Anti-Theft  Inspections. 

The  Advisory  Committee  recognized  that  many  salvage  vehicles  can  be  safely  repaired  and  provide  a 
source  of  affordable  transportation.  See  Advisory  Committee  Final  Report,  p.  60.  However,  the  Advisory 
Conmiittee  also  recognized  that  salvage  vehicles  which  are  not  properly  repaired  may  pose  a  danger  to  the 
pubhc.  See  Advisory  Committee  Final  Report,  p.  60.  Additionally,  the  Advisory  Committee  recognized  that 
stolen  parts  could  be  used  in  the  repair  of  salvage  vehicles.  See  Advisory  Committee  Final  Report,  p.  41.  In 
order  to  protect  the  public,  the  Advisory  Committee  recommended  that,  before  a  salvage  vehicle  could  go  back 
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on  the  road,  it  must  undergo  rigorous  safety  and  anti-theft  inspections  to  protect  the  consumer  jmd  the  public. 
See  Advisory  Committee  Final  Report,  Recommendation  Nos.  4  and  5.  Because  law  enforcement  members  of 
the  Advisory  Committee  did  not  want  to  compromise  the  security  of  the  location  of  the  confidential  VIN 
numbers  by  allowing  private  individuals  to  learn  their  location,  the  Advisory  Conunittee  recommended  state 
inspections  for  stolen  parts  and  suggested  that  the  states  charge  for  such  inspections.  See  Advisory  Committee 
Final  Report,  Recommendation  No.  4.3.  The  Advisory  Committee  recognized  that  private  contractors  could 
conduct  the  safety  inspections  if  they  followed  national  uniform  inspection  guidelines.  See  Advisory  Committee 
Final  Report,  Recommendation  No.  5.3. 

C.  Funding  and  Administrative  Burden  on  the  States. 

The  Advisory  Committee  believed  that  its  recommendations  could  be  implemented  over  a  reasonable 
time  --  giving  the  states  the  opportunity  to  phase  in  new  vehicle  titles  as  they  reordered  new  forms.  Since  the 

stales  would  have  time  to  use  up  their  old  forms,  and  would  be  allowed  to  charge  for  safety  and  anti-theft 
inspection,  the  burden  on  the  states  would  be  minimal.  See  Advisory  Committee  Final  Report,  Recommendation 
No.  7.1(b). 

n.  Concerns  About  H.R.  3713. 

Although  the  Coalition  strongly  endorses  the  Advisory  Committee's  recommendations,  the  Coalition 
c<mnot  support  H.R.  3713.  The  Coalition  applauds  Congressman  Wheat's  desire  to  establish  national  uniform 
titling  standards,  but  believes  that  H.R.  3713  creates  an  unnecessarily  complicated  and  burdensome  approach 
without  incorporating  the  procedures  which  arc  necessary  to  make  uniformity  effective.  Set  forth  in  detail  below 
are  certain  specific  objections  to  H.R.  3713. 

H.R.  3713  (page  6;  line  10)  deviates  from  most  states'  practices,  industry  custom  and  the  Advisory 
Committee's  recommendations  by  defining  a  Salvage  Vehicle  as  any  motor  vehicle  whose  actual  cost  of  repair 
is  more  than  65%  of  its  fair  market  value  immediately  prior  to  its  damage.  After  in-depth  analysis  of  industry 
custom  and  lengthy  debate  during  several  meetings,  the  Advisory  Committee  recommended  a  75%  threshold  for 
a  Salvage  Vehicle.  The  Coalition  strongly  beUeves  that  there  is  no  reason  to  depart  from  the  Advisory 
Committee's  recommendation. 

Although  H.R.  3713  defmes  a  Salvage  Vehicle,  it  does  not  go  as  far  as  the  Advisory  Committee  in 
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standardizing  the  other  terms  used  by  the  50  states  svith  respect  to  severely  damaged  vehicles  in  that  it  fails  to 
defme  a  Salvage  Title,  Nonrepairable  Vehicle,  Nonrepairable  Vehicle  Certificate,  Rebuilt  Salvage  Vehicle  and 
Flood  Vehicle.  If  these  additional  terms  are  not  in  national  use,  then  uniform  and  consistent  disclosures  cannot 
exist.  Lack  of  uniformity  is  the  tool  of  the  unscrupulous  and  deprives  consumers  of  valuable  information 
regarding  a  vehicle's  history.  Federal  law  must  preempt  the  definitions  and  titling  procedures  of  the  states  in 
order  to  rectify  these  problems.  The  Motor  Vehicle  Titling  Information  System,  mandated  by  the  Anti  Car  Theft 
Act  of  1992,  will  be  less  effective  if  these  inconsistencies  are  allowed  to  continue  to  exist. 

09/14/94 

In  addition,  H.R.  3713  utterly  fails  to  adopt  any  of  the  uniform  tithng  procedures  set  forth  in  the 
Advisory  Committee's  Final  Report.  By  failing  to  require  a  person  to  obtain  a  Salvage  Title  at  the  time  of 
damage,  the  bill  misses  the  best  opportunity  to  get  Salvage  Vehicles  into  the  titling  system.  Consumers  are  more 
likely  to  tell  the  truth  at  the  time  of  the  damage  than  at  the  time  of  sale.  Equally  significant,  by  postponing  the 
required  safety  inspection  (H.R.  3713,  page  13,  lines  19-26;  page  14,  lines  1-20),  until  a  transfer  of  ownership 
of  the  vehicle  occurs,  the  safety  of  the  public  may  be  jeopardized.  In  contrast,  the  recommendations  of  the 
Advisory  Committee  require  the  safety  inspection  prior  to  returning  the  vehicle  to  the  road  after  the  damage. 

H.R.  3713  (page  10,  lines  21-26;  page  11,  lines  1-12)  requires  a  state  to  disclose  a  vehicle's  entire  title 
history.  As  a  practical  matter,  a  state  will  not  know,  without  intensive  and  costly  investigation,  about  titles  issued 
by  other  states  before  the  effective  date  of  the  national  titling  requirements.  Today,  for  example,  Indiana  does 
not  know  what  Iowa  did  in  1988  if  the  vehicle  currently  is  titled  in  Illinois. 

H.R.  3713  (page  12,  Unes  9-14)  requires  title  clerks  in  50  states  to  interpret  the  more  than  60  brands 
and  designations  currently  used  by  the  states  to  indicate  salvage  or  damage  and  include  their  interpretations  on 
a  vehicle's  title.  There  will  be  substantial  confusion  and  lack  of  uniformity  as  thousands  of  title  clerks  attempt 
to  make  sense  of  the  current  titling  morass.  As  a  result,  consumer  knowledge  of  a  vehicle's  history  will  be 
jeopardized. 

Further,  H.R.  3713  imposes  substantial  costs  on  the  states.  For  example,  H.R.  3713  (page  12,  lines  15- 
25)  requires  states  to  store  copies  of  all  title  documents,  title  appUcations  and  disclosures  for  ten  years  after  they 
are  filed.  By  contrast,  the  Truth  in  Mileage  Act  (49  CFR  Part  580.132(f))  requires  the  states  to  retain  odometer 
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disclosure  statements  and  related  documents  for  a  more  practical  period  of  three  years.  Because  of  the 
voluminous  and  duphcative  disclosures  required  on  the  title,  including  space  for  future  disclosure,  H.R.  3713 
(page  12,  lines  3-14)  would  require  the  vehicle  title  itself  to  be  enlarged  at  additional  state  expense.  In  addition, 
although  H.R.  3713  (page  13,  hnes  1-8)  requires  the  states  to  provide  copies  of  all  titling  documents  and  allows 
them  to  charge  for  such  copies,  it  does  not  appear  to  allow,  but  should  authorize,  the  states  to  charge  for  the 
larger  related  administrative  costs  to  retrieve,  copy  and  send  the  title  history  and  information.  Finally,  as  a 
general  comment,  H.R.  3713's  recordkeeping  requirements  are  unreasonable  and  costly,  especially  in  Ught  of  the 
fact  that  the  states  are  moving  away  from  the  retention  of  actual  files  and  toward  the  electronic  storage  of 
information.  In  contrast,  the  Advisory  Committee's  recommendations  do  not  mandate  any  burdensome  record 
retention  and  give  the  states  sufficient  time  and  flexibility  to  change  their  title  forms  at  little  or  no  expense. 

H.R.  3713  (page  13,  hnes  23-25)  permits  private  contractors  to  conduct  the  anti-theft  inspections.  As 
stated  earlier,  law  enforcement  representatives  on  the  Advisory  Committee  strongly  objected  to  private  inspectors 
learning  the  location  of  the  confidential  VIN  numbers  and,  therefore,  the  Advisory  Committee  recommended 
a  prohibition  on  anti-theft  inspections  by  private  contractors. 

In  addition  to  creating  an  unnecessary  burden  and  cost  on  slate  motor  vehicle  agencies,  H.R.  3713 
would  impose  unreasonable  disclosure  obUgations  on  sellers.  H.R.  3713  (page  6,  lines  22-23;  page  7,  lines  1-8) 
requires  a  seller  to  disclose  facts  that  he  has  no  way  of  knowing.  For  example,  if  the  vehicle  ever  has  been 
damaged  previously,  the  nature,  amount,  year  of  damage  and  the  identity  of  the  person  who  incurred  the  damage 
must  be  disclosed  by  the  current  owner. 

If  the  seller  is  a  car  dealer,  then  H.R.  3713  (page  15,  hnes  23-25;  page  16,  Uncs  1-2)  assumes  an  intent 
to  defraud  by  the  dealer  if  the  dealer  does  not  act  with  reasonable  care  in  confirming  the  disclosure  made  to 
the  dealer  by  the  prior  ovmer.  In  effect,  the  dealer  becomes  the  guarantor  for  a  car's  prior  owners.  If  a  person 
is  going  to  he,  he  is  more  hkely  to  do  so  at  the  time  he  sells  the  car  to  the  dealer  than  at  the  time  of  damage. 
By  contrast,  the  Advisory  Committee  substantially  reduces  the  chance  of  fraud  by  requiring  the  disclosure  at  the 
time  of  the  accident,  not  when  the  vehicle  is  sold. 

H.R.  3713  (page  9,  line  12-13)  prohibits  a  dealer,  as  a  buyer,  from  accepting  a  disclosure  that  is 
incomplete.  As  a  practical  matter,  the  dealer  will  not  know  if  a  disclosure  is  incomplete  because  he  will  not 
know  what  damage  should  have  been  disclosed  by  the  seller. 
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H.R.  3713  (page  9,  lines  15-26)  would  also  create  a  significant  and  undue  burden  on  commerce  by 
requiring  a  dealer  to  provide  the  vehicle  title  at  the  time  of  a  sale.  Many  vehicles  purchased  by  car  dealers  are 
trade-ins,  subject  to  existing  financing.  As  a  result,  the  dealer  does  not  receive  the  title  from  the  seller's  lender 
for  some  time  after  the  dealer  acquires  the  car.  Under  the  bill,  the  dealer  could  not  sell  the  trade-in  until  he 
receives  the  title  -  clogging  his  lot  and  impairing  his  ability  to  sell  cars.  Under  the  Advisory  Committee's 
recommendations,  the  title  need  not  be  present  at  the  time  of  sale  because  all  Rebuilt  Salvage  Vehicles  will  be 
conspicuously  so  marked  on  the  driver's  door  jam.  As  the  driver  opens  the  car  door,  he  will  see  the  disclosure. 
As  Commissioner  Holmes  testified,  the  states  regularly  inform  the  public  of  changes  in  motor  vehicle  titling 
procedures.  Consumers,  therefore,  would  be  advised  by  states  to  look  for  the  "Rebuilt  Salvage"  decal  when 
considering  a  used  car.  The  media,  which  has  been  so  interested  in  salvage  fraud,  also  could  assist  by  increasing 
pubhc  awareness  of  the  new  decal.  H.R.  3713's  requirements  are  unnecessary  overkill  and  disrupt  the  normal 
ways  in  which  cars  are  bought  and  sold. 

As  Commissioner  Holmes  testified.  Congress  recognized  that  the  "title  present  requirement"  is 
unworkable  when  it  amended  the  Truth  in  Mileage  Act  to  eliminate  that  requirement  in  situations  where  the 
title  was  unavailable  at  the  time  of  transfer.  Another  Coalition  member  explained  to  Congressman  Wheat  why 
the  "title  present  requirement"  would  disrupt  trade  in  used  motor  vehicles.  The  Cocilition  member's  letter  is 
attached  as  Exhibit  3.  Of  additional  significance  is  the  estabhshment  of  the  National  Motor  Vehicle  Title 
Information  System  -  a  key  provision  of  the  Anti-Car  Theft  Act  of  1992.  Once  this  system  becomes  fully 
operational  it  will,  for  the  first  time,  allow  instantaneous,  nationwide  access  to  motor  vehicle  records  in  order 
to  confirm  the  ownership  of  motor  vehicles,  determine  the  accuracy  of  vehicle  odometer  readings  and  ascertain 
whether  a  vehicle  is  a  salvage  or  rebuilt  salvage  vehicle.  AAMVA  currently  is  working  with  the  National 
Highway  Traffic  Safety  Administration  to  secure  funding  for  a  pilot  test  of  this  new  system,  which  is  scheduled 
to  begin  in  July  1995. 

H.R.  3713  (page  16,  lines  3-11)  also  fails  to  achieve  national  uniformity  because  it  permits  states  to  add 
to  or  vary  disclosure  requirements.  Because  the  bill  fails  to  provide  uniform  standards,  states  will  be  free  to  re- 
create or  leave  in  place  the  current  morass  of  terms  and  procedures  for  severely  damaged  vehicles. 


95 


H.R.  3713  (page  6,  line  20;  page  12,  line  8)  ignores  current  practice  and  imposes  additional  expenses 
by  requiring  a  variety  of  disclosures  to  be  notarized.  Most  states  have  moved  away  from  the  burden  of 
notarization  and,  instead,  require  disclosures  to  be  made  under  penalty  of  perjury.  The  notarization  requirement 
is  especially  burdensome  in  private  party  sales. 

The  major  damage  disclosure  provisions  of  H.R.  3713  (page  7,  lines  1-8)  would  require  an  extensive 
reformatting  and  reprinting  of  motor  vehicle  title  documents  for  virtually  all  states.  This  would  impose  a  major 
expense  on  nearly  all  states  and  serious  technical  problems  for  states  as  they  move  toward  "paperless"  vehicle 
title  and  recordkeeping  sy.stems.  In  addition,  the  provisions  give  very  little  guidance  to  the  Secretary  in 
evaluating  what  should  be  considered  major  damage,  such  as  whether  percent  of  value  of  the  vehicle,  total  dollar 
deimage  or  damage  to  major  component  parts  should  be  considered. 

III.  Conclusion. 

The  Advisory  Committee's  recommendations  are  a  complete  package  that  work  together  to  prevent 
fraud  and  vehicle  theft.  Its  recommendations  do  not  impose  an  undue  burden  on  government,  industry  or 
consumers  and  can  be  effectively  implemented  and  enforced. 

The  Coalition  thanks  the  Subcommittee  for  the  opportunity  to  present  its  testimony.  We  especially 
would  like  to  commend  the  leadership  shown  by  Chairwoman  Collins  and  Congressmen  Wheat  and  Clement. 
We  look  forward  to  working  with  the  Subcommittee  to  implement  the  Advisory  Committee's  recommendations 
to  prevent  auto  theft  and  fraud. 
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COALITION  FOR  NATIONAL  MOTOR  VEHICLE  TITLING  REFORM 


Menibership  List 

(as   of   September   1,    1994) 


ADT  Automotive 
American  Association  of  Motor  Vehicle  Administrators 
American  Automobile  Manufacturers  Association 
American  Automotive  Leasing  Association 
American  Salvage  Pool  Association 
Association  of  International  Automobile  Manufacturers 
Automotive  Engine  Rebuilders  Association 
Automotive  Parts  and  Accessories  Association 
Automotive  Parts  Rebuilders  Association 

Automotive  Recyclers  Association 
Automotive  Service  Industry  Association 
Institute  of  Scrap  Recycling  Industries 

National  Auto  Auction  Association 

National  Automobile  Dealers  Association 

National  Independent  Automobile  Dealers  Association 

National  Odometer  and  Title  Fraud  Enforcement  Association 

Society  for  Collision  Repair  Specialists 
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COALITION  FOR  NATIONAL  MOTOR  VEHICLE  TITLING  REFORM 

Statement  of  Position 

September  1,  1994 


The  Coalition  for  National  Motor  Vehicle  Titling  Reform  supports 
the  recommendations  of  the  final  report  of  the  Motor  Vehicle 
Titling,  Registration,  and  Salvage  Advisory  Committee  (Titling 
Advisory  Committee) .   The  Titling  Advisory  Committee  determined 
that  the  lack  of  uniformity  in  state  motor  vehicle  title 
definitions,  titling  control  methods,  and  vehicle  inspections  are 
key  factors  in  both  car  thefts  and  salvage  vehicle  fraud. 

In  particular,  the  Coalition  for  National  Motor  Vehicle  Titling 
Reform  supports  the  primary  recommendation  of  the  final  report  of 
the  Titling  Advisory  Committee:   Federal  legislation  adopting  the 
recommendations  of  the  Titling  Advisory  Committee  must  be  enacted 
to  ensure  state  motor  vehicle  title  definitions,  titling  controls, 
and  inspection  procedures  are  nationally  uniform.   Only  Federal 
legislation  establishing  such  national  uniformity  in  these  areas 
will  offer  consumers  effective  protection  from  vehicle  theft  and 
fraud . 

The  Coalition  for  National  Motor  Vehicle  Titling  Reform  is  an  ad 
hoc   group  of  associations,  companies  and  organizations  representing 
the  nation's  motor  vehicle  administrators,  motor  vehicle  title 
fraud  enforcement,  motor  vehicle  manufacturers,  motor  vehicle 
dealers  and  distributors,  motor  vehicle  lessors,  motor  vehicle 
repair  and  body  shop  operators,  motor  vehicle  dismantlers, 
recyclers  and  salvage  dealers,  motor  vehicle  parts  manufacturers, 
rebuilders  and  suppliers,  and  scrap  processors.   While  the  services 
provided  by  these  various  industries  are  quite  diverse,  they  share 
a  mutual  interest  in  remedying  the  motor  vehicle  theft  and  consumer 
fraud  which  result  from  a  lack  of  national  uniformity  in  titling 
among  the  states. 
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ADT 

AUTOMOTIVE 


Michael  J.  Richardson  adt  Automonve,  inc 

Pfeiidenr  ond  Chief  Execurivc  OHicer  435  Merroplex  Dnve 

Noshville,  lennessee  372  I  I 


Telephone:  (615)  333- UOO 
Fox   16151832-9152 


26th  January,  1994 


The  Hon.  Alan  Wheat 

U.S.  HOUSE  OF  REPRESENTATIVES 

Washington,  DC    20515-2505 

RE:   H.R.  3713 

Dear  Congressman  Wheat : 

I  have  received  a  copy  of  your  bill,  H.R.  3713,  legislation  to 
reform  titling  procedures  for  salvage  vehicles.  Regrettably,  we 
were  unable  to  respond  to  the  discussion  draft  of  the  bill  prior  to 
its  introduction.  I  hope  your  office  nevertheless  remains  open  to 
some  constructive  criticism. 

For  reasons  set  forth  in  greater  detail  below,  we  must  oppose 
H.R.  3713  because  several  of  its  major  provisions  are  unworkable 
and  would  produce  terrible,  though  I  am  sure  unintended, 
consequences.  Passage  of  the  bill  as  introduced  would  severely 
harm  hundreds  of  our  employees  at  Metro  Auto  Auction,  our  facility 
in  your  congressional  district.  We  also  believe  the  bill  would 
harm  our  wholesale  customers  across  the  State  of  Missouri,  with  no 
corresponding  benefit  to  them  or  any  of  their  retail  customers. 

Instead  of  H.R.  3713,  ADT  Automotive  Inc.  strongly  supports 
H.R.  1048,  the  Vehicle  Damage  Disclosure  Act,  and  S.  431,  a 
companion  measure  the  Senate  approved  in  November.  This  bill, 
which  has  41  House  cosponsors,  including  three  members  of  the 
Energy  £>  Commerce  Committee,  the  author  of  the  Anti-Car  Theft  Act 
(Rep.  Schumer),  and  Rep.  Ike  Skelton  from  your  neighboring  Fourth 
Congressional  District,  is  the  best  way  for  Congress  to  eliminate 
the  consumer  fraud  and  car  theft  problems  resulting  from  inconsis- 
tencies in  state  titling  procedures  for  wrecked  cars. 

H.R.  1048  has  two  main  operative  provisions.  First,  it  would 
in  the  near  term  prevent  states  from  issuing  unbranded  titles  in 
exchange  for  titles  from  another  state  that  have  been  branded  as 
"salvage"  or  the  like.   Second,  it  would  direct  the  Transportation 
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Department  to  take  action  in  the  longer  term  to  assure  that  the 
most  severely  damaged  vehicles  will  be  identified,  in  accordance 
with  nationally  uniform  procedures,  by  state  officials  shortly 
after  they  sustained  the  damage.  Our  testimony  before  the  Senate 
Commerce  Committee  in  support  of  this  approach  and  a  more  detailed 
explanation  of  our  reasons  for  supporting  H.R.  1048  are  enclosed. 

I  am  sure  you  have  seen  the  report  CBS's  "60  Minutes"  aired 
last  year,  which  featured  our  company's  pioneering  efforts  to  limit 
instances  of  title  fraud.  We  fully  realized  that  the  report  might 
inspire  well-meaning  lawmakers  to  attack  both  the  illness  and  the 
patient.  I  regret  I  must  report  to  you  that,  while  H.R.  3713 
addresses  many  of  the  same  root  problems  as  H.R.  1048,  it  would 
unjustifiably  disrupt  the  automotive  marketplace  with  no  corres- 
ponding benefit  to  the  car-buying  public. 

H.R.  3713  pre-judges  many  of  the  issues  now  being  addressed  by 
a  federal  Task  Force  established  under  the  Anti-Car  Theft  Act  of 
1992.  Moreover,  the  bill  diverges  from  the  consensus  we  expect 
will  be  reflected  in  the  report  and  recommendations  the  Task  Force 
will  release  this  Spring. 

The  "seller's  disclosure"  envisioned  in  the  bill  is  unwork- 
able, for  two  reasons.  First,  salvage  information  needs  to  go  on 
titles  when  the  damage  occurs,  not  when  the  vehicle  is  sold.  Such 
records  have  much  greater  integrity  when  they  are  created  by  state 
officials,  who  have  no  incentive  to  lie,  and  not  by  sellers,  whose 
potential  financial  benefit  from  a  false  disclosure  is  most  pal- 
pable at  the  time  of  sale.  For  that  reason,  not  a  single  member  of 
the  Task  Force  has  proposed  that  salvage  indications  on  a  title 
originate  with  a  seller's  disclosure.  Instead,  there  is  broad 
agreement  among  the  Task  Force  membership,  including  the  represen- 
tatives from  several  state  titling  authorities  and  federal  and 
state  law  enforcement  agencies,  that  a  vehicle  owner  or  insurer 
should  be  required  to  obtain  a  salvage  title,  in  appropriate  cases, 
soon  after  the  vehicle  has  been  in  a  wreck. 

A  seller's  disclosure  on  the  title  is  also  unworkable  because 
it  assumes  title  documents  will  always  be  present  at  the  time  of 
sale.  To  the  contrary,  the  law  in  many  states  puts  the  title  of  a 
vehicle  that  is  being  financed  in  the  hands  of  a  bank  or  other 
lienor.  This  same  incorrect  assumption  delayed  implementation  of 
the  Truth  in  Mileage  Act  for  several  years.  H.R.  3713  would 
statutorily  mandate  a  "title  present"  rule,  even  though  this  would 
severely  disrupt  commerce  in  motor  vehicles,  including  new  cars, 
and  threaten  unemployment  in  our  industry. 

Oui  second  major  concern  about  H.R.  Wl  i  i;.  .i  iiiovision  in 
sirilion  b  I  hat  would  re-write  the  common  1  .iw  'H  li.iml.  ostensibly 
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to  assure  punitive  damage  recoveries  for  consumers  who  have  been 
"conned."  In  essence,  this  provision  would  make  every  seller  of  a 
vehicle  the  guarantor  of  the  accuracy  of  every  disclosure  made  by 
every  previous  buyer.  It  is  an  impossible  burden.  No  one  has  the 
ability  and  expertise  to  verify  an  entire  title  history.  Nor  has 
any  record  been  established  to  suggest  that  this  provision  would 
benefit  anyone  other  than  the  proverbial  "ambulance  chaser."  As  we 
explained  in  our  testimony  before  the  Senate  Commerce  Committee, 
the  problem  is  not  to  find  the  consumer  somebody  to  sue;  the 
problem  is  to  keep  consumers  from  being  hurt  in  the  first  place. 
H.R.  1048  will  do  precisely  that,  first  by  quickly  putting  an  end 
to  the  pernicious  practice  of  "title-washing"  (i.e.,  in  which  a 
state  title  clerk  issues  a  new  "clean"  title  upon  presentation  of 
another  state's  "branded"  title),  and  then  by  creating  motor 
vehicle  titling  procedures  that  are  uniform  across  the  country. 

There  is  one  provision  in  H.R.  3713  we  can  wholeheartedly 
support.  No  rebuilt  vehicle  should  be  allowed  on  the  highway  until 
it  has  been  inspected  for  safety  and  for  stolen  parts.  We  would  be 
happy  to  work  with  you  to  assure  inclusion  of  such  a  requirement  in 
whatever  legislation  Congress  may  pass. 

We  look  forward  to  working  with  you  and  appreciate  your 
interest  in  this  subject  of  such  great  Importance  to  our  industry 
and  to  our  employees  and  customers  in  your  congressional  district 
and  across  Missouri.  Would  your  office  please  inform  our 
legislative  representative,  Jerry  Cox  at  (202)  659-6629,  whether 
you  are  available  to  meet  with  a  group  of  your  constituents  to 
discuss  this  issue? 

Yours  sincerely, 

7 

Michael  J.  Richardson 

President  and  Chief  Executive  Officer 

MJR: jwc 
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ATTOUtBVGBNMAL  WtSl^  H«*»d,  CT  0610S-229* 

Fax  (SOii)  623-5586 
FAX  (208)  566-5891 
Office  of  The  Attorney  Geiieial 

State  of  Connecticut 

TESTIMONY  OF 

ATTORiNEY  GENERAL  RICHARJD  BLUMENTHAL 

BEFORE  THE 

HOUSE  SUBCOMMITTEE  ON  COMMERCE,  CONSUMER  PROTECTION 

AND  COMPETITIVENESS 

SEPTEMBER  21, 1:»94 

I  appreciate  the  opportunity  to  comment  on  HR  3713,  The  Salvage  Vehicle  Title  Reform 
and  Highway  Safety  Act. 

The  sale  of  cars  which  have  been  wrecked  or  totalled  is  a  significant  part  of  the  used  car 
market.  However,  many  consumers  purchase  these  cars  without  knowing  the  true  history  of 
the  automobile.  The  National  Auto  Auction  Associauon  estimates  that  rebuilt  salvage 
vehicles  which  are  sold  as  undamaged  motor  vehicles  cost  the  auto  industry  and  consumers 
over  $4  billion  eaeljjsaf. 

While  Connecticut  and  many  other  states  have  laws  which  require  the  marking  of  a  car's 
title  to  indicate  that  the  vehicle  has  been  wrecked  or  totalled  and  subsequently  rebuilt, 
some  states  do  not  have  such  title  branding  laws  or  have  different  standards.  Through 
these  legal  loopholes  drives  a  rip-off  industry  which  rebuilds  salvage  vehicles  and  sells  them 
to  unsuspecting  consumers. 

For  example,  the  case  of  one  Connecticut  consumer,  Flaren  Scott,  typifies  the  problem. 
Karen  Scott  purchased  a  1990  Honda  Prelude  from  a  Connecticut  dealer  for  59,995  and  a 
$1,000  trade-in  allowance.  Three  months  later,  Ms.  Scott  was  informed  by  her  mechanic 
that  the  car  previously  had  been  in  a  serious  accident  ;md  sustained  substantia]  damage  to 
the  frame.  The  bottom  line;  the  car  was  unfit  to  drive.  The  car  had  been  declared  a  Total 
loss  by  the  original  owner's  insurer  in  Maine,  a  state  which  did  not  have  a  title  branding 
requirement  at  the  time.  The  car  was  sold,  as  is  typical,  through  an  auto  auction,  rebuilt  by 
a  dealer,  then  sold  to  the  Connecticut  dealer. 

Thus,  Connecticut's  title  branding  law  could  not  protect  a  Connecticut  consumer  who 
purchased  a  salvaged  car  that  was  in  an  accident  in  a  non-title  branding  state.  Oearly, 
federal  minimum  standards  are  needed. 

1  have  been  a  strong  advocate  for  federal  title  branding  legislation.  Last  year,  I  testified 
before  the  Senate  Committee  on  Commerce,  Science  iind  Transportation  on  title  branding 
laws  for  salvage  vehicles  and  lemon  law  buyback  cars.  I  urged  their  adoption  of  strong 
comprehensive  title  branding  legislation  that  would  a^jate  a  national  standard  but  provide 
federal  and  private  slate  enforcement  efforts. 

I  also  sponsored  a  resolution,  adopted  by  the  National  Association  of  Attorneys  General 
that  endorses  federal  legislation  which  contains  comprehensive  consumer  protections 
similar  to  those  contained  in  HR  3713,  sponsored  by  Representative  Alan  wheat. 
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At  a  minimum,  your  committee  should  approve  legislation  which  contains  the  following 
five  major  characteristics; 

1.  Salvage  Vehicle  Definition 

The  major  issue  in  forming  an  effective  federal  title  branding  law  is  the  definition  of 
"salvage  vehicle".  At  what  point  is  a  vehicle  so  heavily  damaged  that  the  subsequent 
purchaser  should  be  alerted  to  the  fact  that  the  vehicle  has  had  significant  repairs?  Iowa 
requires  title  branding  when  the  fair  market  value  of  repairs  cost  more  than  50%  of  the 
value  of  the  car.  The  state  of  Connecticut  does  not  h;ive  a  threshold  limit  -  rather,  any  car 
that  is  declared  a  total  loss  must  have  a  salvage  title  branding. 

In  NAAG  discussions,  the  consensus  was  that  the  federal  minimum  should  be  65%  of  the 
value  of  the  car.  This  standard  would  require  a  salvage  title  brand  on  $6,500  worth  of 
repairs  to  a  $10,000  car.  Intuitively,  that  amount  of  repairs  should  warrant  consumer 
notification.  With  any  threshold  amount,  opponents  may  portray  a  "worst  case  scenario" 
where  the  amount  of  arguably  cosmetic  repairs  may  totaJ  more  than  65%  of  the  value  of 
the  car.  I  urge  the  committee,  however,  to  err  on  the  side  of  caution  and  disclosure.  A 
salvage  branding  merely  warns  a  consumer  to  look  further  and  make  an  informed  decision 
based  on  additional  knowledge  about  the  car.  I  would  rather  include  some  less  serious 
damage  as  salvage  than  to  exclude  serious,  potentially  hazardous  damage. 

Finally,  I  would  urge  the  committee  to  establish  a  federal  minimum  threshold,  leaving  to 
the  states,  the  ability  to  require  "salvage"  title  branding  based  on  a  stricter  threshold. 

2.  Disclosure  Requirements 

I  support  the  requirement  that  the  owner  of  the  vehicle  notify  the  state  motor  vehicle 
department  of  any  repair  which  exceeds  the  threshold  limit  within  thirty  days  of  the  date  of 
damage  to  the  vehicle.  The  law  should  also  impose  reporting  requirements  on  insurance 
companies  and  lessors.  Any  person  who  has  knowledge  of  the  damage  and  has 
responsibility  for  the  vehicle  should  have  a  legal  obligation  to  report  such  damage  to  the 
state. 

I  urge  the  committee  to  adopt  provisions  which  would  impose  specific  responsibility  on  the 
transferor  to  disclose  any  major  damage  or  salvage  history.  Under  this  provision,  the 
transferor  would  be  liable  for  any  faOure  to  disclose  that  is  done  with  intent  to  defraud. 
This  standard  is  the  same  as  contained  in  the  odometer  disclosure  law  which  has  been 
effective  in  the  prosecution  of  motor  vehicle  dealers  who  fail  to  disclose  such  key 
information. 

3.  State  Enforcement 

One  of  the  key  enforcement  tools  contamed  in  the  Odometer  Tampering  Act  is  the  ability 
of  both  states  and  private  citizens  to  enforce  the  provisions  of  that  Act.  Over  the  years, 
many  states  and  private  citizens  have  taken  the  initiative  and  brought  suit  against 
unscrupulous  dealers.  It  is  clear  that  the  federal  govermnent  alone  does  not  have  the 
resources  to  effectively  police  this  huge  industry.  Stale  and  private  enforcement  greatly 
supplement  federal  efforts  and  ensure  greater  compliance  with  the  disclosure 
requirements. 

4.  State  Preemption 
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As  discussed  previously  in  my  testimony,  states  should  retain  the  abihty  to  enact  stronger 
regulatory  provisions.  In  this  area  of  regulation,  there  is  a  need  for  federal  minimum 
standards  so  that  every  consxmier  will  have  a  degree  cf  protection  from  unscrupulous 
dealers  who  hide  the  salvage  nature  of  a  motor  vehicle. 

Our  federal  system  of  government  should  ensure  that  states  have  the  freedom  to  enact 
greater  consumer  protections  for  their  own  residents.  States  should  also  have  the  ability  to 
experiment  with  different  enforcement  mechanisms.  As  the  'laboratories  of  democracy", 
states  need  the  freedom  to  adapt  laws  and  regulationi:  to  the  particular  needs  and  demands 
of  their  state. 

5.         Major  Damage  Disclosnre 

In  some  instances,  a  motor  vehicle  will  sustain  major  damage  which  may  affect  the  safety  of 
the  vehicle  and  yet  may  not  meet  the  definition  of  "salvage  vehicle".  Nonetheless,  this 
information  woiild  be  significant  to  a  subsequent  purchaser  of  the  vehicle.  For  example,  a 
vehicle  which  suffered  a  bent  frame  may  be  considered  "major  damage". 

I  urge  the  committee's  consideration  of  a  provision  which  would  require  a  thorough  agency 
stucfy  of  this  issue  and  administrative  regulations  to  h.st  specific  instances  or  create 
meaningful  criteria  which  would  be  considered  major  damage.  The  provision  would  also 
require  each  transferor  to  disclose  such  "major  dama|:e".  Similar  to  other  disclosure 
requirements  in  this  area,  habihty  would  only  ocair  if  the  failure  to  disclose  was  made  with 
an  mtent  to  defraud  the  subsequent  purchaser. 

I  urge  your  committee  to  adopt  a  bill  that,  at  a  minimum,  contains  the  key  provisions 
outlined  in  my  testimony  and  supported  by  the  National  Association  of  Attorneys  General. 

Thank  vou. 
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U.  S.  Department  of  Justice 


Office  of  Legislative  Affairs 


Office  of  the  Assistant  Attorney  General 


Washington.  DC.    20530 


September  20,  1994 


Honorable  Cardiss  Collins 

Chairwoman 

Subcommittee  on  Commerce,  Consumer  Protection 

and  Competitiveness 
Committee  on  Energy  and  Commerce 
U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Madam  Chairwoman: 


Thank  you  for  the  opportunity  to  provide  the  views  of  the 
Department  of  Justice  on  H.R.  3713,  the  "Salvage  Vehicle  Title 
Reform  and  Highway  Safety  Act"  and  to  respond  to  the  four 
questions  raised  in  your  letter  of  September  12,  1994,  to 
Attorney  General  Reno.   I  am  pleased  that  the  matters  addressed 
in  H.R.  3713  are  being  considered  by  this  Subcommittee  and 
hopeful  that  a  bill  which  the  Administration  can  support  will 
result  from  your  efforts. 

This  bill  would,  among  other  things,  require  sellers  of  used 
motor  vehicles  to  inform  potential  buyers  of  the  prior  "salvage" 
status  of  a  vehicle,  and  of  any  "major  damage"  which  had  occurred 
to  the  vehicle.   The  definition  of  what  constitutes  "major 
damage"  would  be  left  to  rulemaking  by  the  Secretary  of 
Transportation.   The  bill  would  also  require  sellers  to  inform 
potential  buyers  if  the  vehicle  had  ever  been  a  "salvage" 
vehicle.   In  addition,  the  bill  would  require  states  issuing 
titles  to  carry  forward  any  "brands"  placed  on  the  title  by 
another  state.   These  "brands"  include  "salvage,"  "rebuilt," 
"reconstructed,"  "flood  damaged,"  and  "junk." 

In  general,  the  Department  of  Justice  supports  providing 
important  information  about  motor  vehicles  to  consumers. 
Legislation  putting  such  information  concerning  safety  and 
reliability  into  the  hands  of  consumers  when  they  make  major 
purchases  such  as  automobiles  helps  protect  consumers  from  buying 
a  "lemon, "  and  from  potential  hazards  imposed  by  latent  defects 
in  repair  work.   In  addition,  as  The  Washington  Post  reported  on 
August  2  9  of  this  year,  people  with  low  incomes  as  a  group  tend 
to  purchase  used  cars  more  than  the  rest  of  the  population. 
Accordingly,  this  legislation  would  tend  to  benefit  those  who  are 
the  least  equipped  to  deal  with  buying  a  car  that  proves  to  cost 
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far  more  than  its  purchase  price  due  to  repair  needs  that  were 
not  noticeable  before  the  purchase.   Preventing  the  sale  of 
"salvage"  vehicles  without  notice  to  the  consumer  and  prior 
inspection  is  also  likely  to  prevent  fraud  and  save  lives. 

When  motor  vehicles  are  damaged,  whether  by  accident,  flood, 
or  some  other  calamity,  they  are  commonly  repaired  and  placed 
back  into  service.   Eventually  they  are  resold.   The  quality  of 
repairs  varies  with  the  ability  of  those  trying  to  restore  the 
vehicle,  and  the  willingness  and  ability  of  the  owner  to  pay  for 
the  work  needed  to  return  the  car  close  to  its  former  condition. 
We  support  legislation  such  as  H.R.  3713  not  because  we  believe 
that  it  is  impossible  to  truly  make  a  car  whole  again,  but  rather 
because  we  believe  the  consumer  should  be  placed  in  a  position  to 
make  his  or  her  own  determination  of  whether  the  car  indeed  has 
been  made  whole. 

A  laudable  requirement  of  the  bill  is  that  car  dealers  and 
distributors  must  show  the  title  and  any  other  damage  disclosure 
document  to  a  prospective  purchaser  before  the  sale  takes  place. 
An  issue  arises  as  to  the  practicality  of  showing  a  title  to  a 
prospective  purchaser,  since  in  some  sales  the  dealer  does  not 
have  the  title  at  the  time  of  sale.   However,  the  underlying 
concept  that  damage  disclosure,  including  disclosure  of  the 
salvage  or  other  "branded"  history  of  the  vehicle,  must  be  made 
known  to  a  prospective  purchaser  before  a  sale  is  consummated  is 
key.   It  is  at  that  time  that  the  prospective  purchaser  must  have 
notice  of  possible  defects,  so  that  the  consumer  may  take 
appropriate  steps  to  be  satisfied  with  the  car's  condition. 
Providing  information  prior  to  purchase  allows  consumers  to  use 
information  in  shaping  their  purchase  decision.   This  is  the 
approach  taken  for  new  cars  for  information  required  by  the 
Automobile  Information  Disclosure  Act,  Title  15,   United  States 
Code,  §§  1231-33,  mandating  disclosure  of  "sticker  price"  and 
other  items. 

Nevertheless,  we  recommend  that  this  legislation  be  re- 
drafted due  to  changes  in  other  statutes  that  took  place  since 
its  introduction.   In  the  process,  we  hope  that  it  is  rewritten 
to  provide  more  comprehensive  and  up-to-date  protection  for 
consumers.   Initially,  H.R.  3713  was  written  to  be  incorporated 
into  the  "Odometer  Requirements"  sections  of  the  Motor  Vehicle 
and  Cost  Savings  Act.   The  bill  was  therefore  written  to  conform 
to  the  codification  of  those  requirements  that  appeared  at  Title 
15,  United  States  Code,  §§  1981  and  following.   However,  the 
codification  and  wording  of  that  statute  has  been  altered,  with 
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the  result  that  H.R.  3713  would  no  longer  fit  into  the  statutory 
scheme  around  which  it  was  designed.' 

In  addition,  the  Anti  Car  Theft  Act  of  1992  (Public  Law  102- 
519)  directed  the  Secretary  of  Transportation  to  establish  a  task 
force  to  study  problems  of  motor  vehicle  titling,  registration, 
and  salvage  controls  that  facilitate  motor  vehicle  theft  and 
fraud.   As  a  result,  the  Motor  Vehicle  Titling,  Registration,  and 
Salvage  Advisory  Committee  was  established.   Pursuant  to  the  Anti 
Car  Theft  Act,  the  Committee  consisted  of  representatives  from 
government  and  industry.   Industry  representatives  from  vehicle 
manufacturers,  dealers,  recyclers,  and  salvage  dealers  were  all 
on  the  committee,  as  well  as  insurance  industry  and  scrap 
processors.   Government  was  represented  by  state  Department  of 
Motor  Vehicle  representatives,  state  and  federal  law  enforcement 
personnel,  and  representatives  from  the  Departments  of  Justice, 
Transportation,  Commerce,  and  Treasury.   The  committee  first  met 
in  July  1993,  and  issued  its  final  report  on  February  10,  1994. 
I  note  that  H.R.  3713  was  introduced  in  the  House  on  November  22, 
1993,  before  the  Committee  completed  its  work,  so  H.R.  3713 's 
drafters  did  not  have  the  benefit  of  reviewing  the  Committee 
Report . 

The  Committee  Report  made  no  recommendations  regarding 
damage  disclosure  which  is  at  the  heart  of  H.R.  3713.   This  was 
largely  because  the  Committee  viewed  damage  disclosure  as  being 
outside  its  jurisdiction,  and  in  need  of  further  study  (see  Final 
Report,  p.  50) .   Nevertheless,  many  of  the  Committee's 
recommendations  are  related  to  various  provisions  set  forth  in 
H.R.  3713.   Because  the  Committee's  Report  reflects  the 
considered  judgment  of  industry  and  government  on  these  issues, 
an  effort  to  fashion  legislation  which  encompasses  the 
Committee's  recommendations  would  yield  a  bill  that  could  both 
accomplish  more  than  H.R.  3713  attempts,  and  would  incorporate 
recommendations  that  have  been  considered  and  found  acceptable  by 
members  of  law  enforcement,  regulatory  agencies  such  as  state 
DMVs,  and  the  affected  industries.   Such  an  approach  would 
benefit  consumers  without  posing  undue  or  multiple  burdens  on 
agencies  tasked  with  carrying  out  federal  mandates,  such  as  state 
DMV  offices.   Also,  I  wish  to  stress  that  this  Department  is  not 
recommending  that  the  Advisory  Committee  recommendations  be 


On  July  5,  1994,  President  Clinton  signed  Public  Law  No. 
103-272,  108  Stat.  745.   Among  other  things,  this  statute 
recodified  the  odometer-tampering  statutes  that  were  previously 
located  in  Title  15.   As  a  result,  the  odometer  requirements  of 
federal  law  were  re-written  into  a  new  format.   They  now  appear 
at  Title  49,  United  States  Code,  Chapter  327,  §§  32701  et  seq. 
Any  attempt  to  incorporate  new  provisions  for  damage  disclosure, 
or  otherwise,  into  the  odometer  tampering  statute  must  be 
formatted  to  fit  within  this  new  statutory  framework. 
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enacted  into  law  wholesale,  nor  are  we  stating  a  position  on  any 
particular  proposed  legislation  that  may  follow  some  of  the 
Committee's  positions.   Rather,  we  are  suggesting  that  the 
Committee  recommendations  be  used  as  guideposts  for  drafting 
legislation  in  this  area. 

In  addition,  H.R.  3713  would  impose  on  states  the  burden  of 
modifying  titles  to  carry  "brand"  and  damage  disclosure 
information.   The  Committee's  suggestions,  if  implemented,  would 
also  require  the  states  to  take  various  actions  regarding  title 
procedures  and  would  affect  the  types  of  titles  states  issued. 
Rather  than  impose  burdens  one  by  one,  it  would  be  far  less 
burdensome  for  all  federal  legislation  imposing  requirements  on 
states  relating  to  motor  vehicle  titles  to  become  effective  at 
the  same  time.   Accordingly,  some  coordination  among  various 
proposals  in  this  regard  would  be  appropriate. 

The  area  of  carrying  forward  "brands,"  as  I  mentioned 
earlier,  is  a  topic  of  significant  importance,  as  well  as  a 
matter  that  is  treated  in  both  H.R.  3713  and  the  Advisory 
Committee  Report .   It  is  common  for  vehicle  buyers  to  surrender  a 
vehicle  title  to  a  state  in  order  to  obtain  a  new  title.   H.R. 
3713  would  require  states,  in  issuing  new  titles,  to  carry 
forward  the  "brands"  on  the  title  of  any  other  state  that  is 
surrendered  in  this  fashion. 

Currently  states  put  "brands"  such  as  "salvage"  or  "junk"  on 
titles  in  a  rather  haphazard  fashion.   That  is  to  say,  there  is 
no  uniformity  among  the  states  in  how  they  define  these  terms. 
Moreover,  there  is  no  uniformity  in  the  way  states  carry  forward 
the  "brands"  on  titles  of  other  states.   Thus,  a  person  with  a 
title  that  carries  a  "salvage"  brand  may  be  able  to  "wash"  off 
that  brand  by  having  the  car  re-titled  in  another  state. 

This  Department  has  gained  extensive  experience  dealing  with 
title  "washing"  of  this  sort  in  the  course  of  prosecuting 
odometer  fraud.   Individuals  who  engage  in  large-scale  odometer 
fraud  make  it  their  business  to  purchase  high  mileage  vehicles, 
turn  back  their  odometers,  typically  about  40,000  miles,  and 
resell  them  as  a  low-mileage  vehicles.   Title  washing  is  part  and 
parcel  of  this  type  of  scheme,  because  people  who  engage  in  large 
scale  odometer  fraud  commonly  wash  titles  through  various  states, 
with  the  result  that  high  mileage  readings  disappear  from  titles, 
allowing  low  mileage  numbers  to  take  their  place  and  therefore 
match  the  low  mileage  on  the  odometer  of  the  car  itself.   Title 
washing  is  also  accomplished  by  criminals  obtaining  "duplicate" 
titles  from  a  state  DMV,  claiming  the  original  title  was  lost. 
Title  washing;  including  obtaining  duplicate  titles,  has  also 
been  used  to  strip  "brands"  such  as  "salvage"  or  "flood"  off  of 
titles. 
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The  Advisory  Committee  recommended  that  these  problems  be 
dealt  with  by  creating  a  set  of  uniform  definitions  for  various 
"brands,"  including  "salvage,"  "nonrepairable"  (what  is  commonly 
referred  to  as  a  "junk  vehicle"),  and  "flood."   In  addition,  the 
Committee  recommended  that  certain  restrictions  be  placed  on  the 
issuance  of  titles,  and  that  duplicate  titles  be  issued  only 
under  circumstances  more  controlled  than  currently  exist  in 
several  states.   In  our  view,  these  recommendations  should  be 
considered  in  re-drafting  H.R.  3713  to  fit  within  the  current 
framework  of  the  odometer  requirements  of  the  Motor  Vehicle  and 
Cost  Savings  Act.   Simply  requiring  the  carrying  forward  of 
brands,  as  H.R.  3713  proposes,  would  be  valuable.   However, 
obtaining  uniformity  of  definitions  would  be  more  meaningful, 
because  consumers  could  then  more  readily  obtain  information  as 
to  what  particular  "brands"  meant.   Similarly,  any  efforts  to  tie 
brands  and  damage  disclosure  to  titles  can  be  thwarted  by  title 
washing.   Accordingly,  controls  over  title  issuance  as  suggested 
by  the  Committee  would  enhance  this  legislation. 

I  also  note  in  passing  that  H.R.  3713 's  definition  of  a 
"salvage"  vehicle  differs  from  the  Committee's.   The  Department 
of  Justice  takes  no  position  on  which  definition  is  preferable. 
However,  the  Committee's  definition  resulted  from  a  great  deal  of 
discussion  among  interested  parties,  and  was  the  result  of  a 
compromise . 

H.R.  3713  would  leave  to  rulemaking  by  the  Secretary  of 
Transportation  the  requirements  for  inspection  before  salvage 
vehicles  could  be  placed  on  the  road.   Such  an  approach  allows 
accommodation  of  Committee  recommendations  regarding  such 
inspections . 

In  sum,  we  believe  that  strong  damage  disclosure 
requirements  of  the  type  that  H.R.  3713  would  create  would 
benefit  consumers  and  should  be  enacted.   Putting  information 
into  the  hands  of  prospective  purchasers  can  only  make  for  more 
informed  and  therefore  better  purchase  decisions.   Creating 
mechanisms  to  prevent  salvage  fraud  and  to  require  inspections  of 
rebuilt  "salvage"  vehicles  will  save  lives.   Furthermore,  the 
mandated  carrying  forward  of  title  "brands"  by  states  should  be 
accomplished.   In  re-drafting  this  legislation  to  fit  into  the 
framework  of  the  current  odometer  requirements,  however,  we 
recommend  that  uniform  definitions  and  procedures  to  prevent 
title  washing  should  be  added  to  the  bill. 

The  Office  of  Management  and  Budget  has  advised  that  there 
is  no  objection  to  the  submission  of  this  report  from  the 
standpoint  of  the  Administration's  program. 


Sincerely, 


CoU/'i 


Sheila  F.  Anthony 
Assistant  Attorney  General 
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